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TAXES AND UNEMPLOYMENT 


By HONORABLE FRANK CARLSON 


INTERNAL AUDITING: 
THE VIEWPOINT OF THE PUBLIC ACCOUNTANT 
By W. A. SUNSTRUM 


ARE FINANCIAL RESOURCES ADEQUATE FOR 
POSTWAR WORLD TRADE? 


By EMiL LEUENBERGER 


GOVERNMENT CREDITORS ASKED TO CERTIFY 
ORIGINAL INVOICE ONLY 


By E. W. BEL! 


TECHNIQUES IN MODERN MANAGERIAL CONTROL | 


By EpwaArp J. GESSNER 








MARY: 


PEGGY: 


*“,..and | looked him straight in the eye and said, ‘NO! “ 


Boss or no boss, I just won't do it! Imagine him expecting a girl to use one 
piece of carbon paper 60 times! 


Hold on, Mary! If you weren’t new here, you’d know he’s not expecting too 
much. You sce, we use nothing but Roytype Park Avenue Carbon Paper, and 
one sheet can be used not just 20 times, but up to 60 times, cleanly and clearly. 


Look, here’s proof... 





This is the first copy made with a fresh sheet of 

Roytype Park Avenue Carbon Paper. See how sharp, a 
clear, and distinct it is. You'll find succeeding §) 
copies will also be clean, crisp, and easy to read. —& 









Laboratory test No. 36502, issued July 18, 1948, by United States Testing Co., Ine. 
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Glory be! How is it possible? 

Well, Roytype Park Avenue is made by the Royal Typewriter Company. They 
have special machines that soak the ink right down into the paper fiber—deep- 
inking, they call it. Plus that, Park Avenue’s extension edge lets you reverse 
each sheet, top to bottom, so that all areas of the paper can be used. 


Isn’t it hard to get, these days? 


Not at all! It’s as easy as picking up your phone and calling your local Royal 
Typewriter Representative or Roytype dealer... Hey, where are you going? 
JI } YUYT A a gomg 


MARY: I’m going in and see that smart boss of mine. And, lady, I’m going to eat crow! 











Carbon Papers and Ribbons 


SK your Roytype Representative now 
A about the many different carbon 
papers in the complete Roytype* line— 
one of which will exactly fit your needs. 

Ask him, too, about Roytype ribbons. 
They’re made from a formula which 
enables the ink actually to flow through 
the fabric into the used parts—thus con- 
stantly renewing life. 


Buy on the Coupon Plan 
By purchasing your carbon paper and rib- 
bons on the Coupon Plan, you obtain the 
following advantages: 
1. You save money due to the discount al- 
lowed. 
2. You can redeem the coupons as you need 
fresh supplies of carbon paper and ribbons. 
3. You do not have to keep excess stock on 


hand. 





a ROYTYPE 


Carbon Papers and Ribbons 
made by the 


ROYAL 








TYPEWRITER ee | 


*Trade-mark Registered U. S. Pat. Off. 





Copr. 1944, Royal Typewriter Company, Inc, 
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Your nearby Ditto Business Systems designer 
has had thousands of hours of creating and 
applying Ditto methods to a wide variety of 
commercial and industrial operations. He is 
a specialist in his field—a man with whom 
you will find it profitable to consult. He is 
“at your service” now or any time to advise 
you regarding— 

PRODUCTION — Use Ditto—Save up to 36 
hours getting orders into your shop! 

ORDER BILLING —Eliminate 90 per cent 
of all typing! 

PAYROLL—All records from one single 
writing! 

PURCHASING — Ger raw materials into your 


plant 10 days faster! 
f Write today for sample Ditto Systems , 
DITTO, Inc., 698 S. Oakley Bivd., Chicago 12, Illinois 


Manufacturers of Business Machines and Supplies 


In Canada: Ditto of Canada, Ltd., Toronto, Ontario 


10. 


BUY WAR BONDS 
Votttd AND STAMPS 
* 


DITTO, of Canada, Limited 
185 Bay Street ° Toronto, Ontario, Canada 
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We now occupy 
the entire twelfth floor 
of the McKinlock Building 
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gy 


gia heart. of downtown Chicago. 

ik they ‘convenient, modern offices, the 
“Welcome” mat will always be out for our many 
friends, whose cooperation has been so largely 


responsible for IAS growth and development. 


INTERNATIONAL ACCOUNTANTS SOCIETY, inc. 
A Correspondence School Since 1903 
209 WEST JACKSON BLVD. - CHICAGO 6, ILLINOIS 
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DATES AHEAD 


All dates are listed as scheduled at time 
of publication of this issue. Subsequent 
changes may be made. 


Meeting Dates of Controls 


April 

April 3—Chattanooga, Cleveland, Twin 
Cities 

April 4—Bridgeport 

April 5—Philadelphia, Quad-Cities 

April 6—Dayton 

April 9—Kansas City 

April 10—Boston, Buffalo, Cincinnati, 
Milwaukee 

April 11—Baltimore 

April 12—Hartford, New York City, 
Toledo 

April 16—Pittsburgh 

April 17—Dallas, Springfield, Syracuse 

April 19—Los Angeles, San Francisco 

April 20—Portland 

April 24—Chicago, Detroit, District of 
Columbia, Houston, St. Louis 


April 25—Indianapolis, Louisville, 
Rochester, Western Michigan 


April 26—Seattle 
April 27—Atlanta 


Norte: Birmingham and New Orleans 
meeting dates in April to be announced. 


May 
May 1—Buffalo, 
Cities 
May 2—Bridgeport 
May 3—Philadelphia, Quad-Cities 
May 8—Cincinnati, Cleveland, Mil- 
waukee 
May 9—Baltimore 


May 10—Dayton, Hartford, New York 
City, Toledo 

May 14—Kansas City 

May 15—Boston, Dallas, 
Syracuse 

May 17—Los Angeles, San Francisco 

May 18—Portland 

May 19—Houston 

May 21—Pittsburgh 


May 22—Atlanta, Chicago, District of 
Columbia, St. Louis 


May 23—Indianapolis, Rochester, West- 
ern Michigan 


May 29—Detroit 
May 30—Louisville 
May 31—Seattle 


Note: Birmingham and New Orleans 
meeting dates in May to be announced. 


Chattanooga, Twin 


Springfield, 
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Trin DADERS 
They are strong and durable, yet 
have minimum bulk. Their light- 
ness and strength combined, allow 
us tomake numerous clean,clear 
carbon copies. We use them now 
for Thin Letterheads on all our 
Branch Office, Foreign and Air 
Mail correspondence. We also 
use the distinctive colors for 
our office records and factory 
forms. 
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L.dttortal Comment 


Professional Controllership 

A now dawns controllership that is really profes- 
sional, in the sense that it is offered as a service by 

one person to the public—to more than one company 

or business enterprise. 

Several instances have come lately under our ob- 
servation of men who are serving as controllers of 
more than one company, and doing commendable jobs 
which have proved of great value to the companies 
involved, in most cases companies or business enter- 
prises small in size, which do not feel that they can 
employ full-time controllers. 

This is indeed real recognition of the value of com- 
petent controllership, and of the desirability of having 
qualified controllers perform the usual functions of 
that office instead of leaving them haphazardly in the 
hands of men who are not trained specifically to han- 
dle problems in that field, and who thus are not as 
well qualified as they might be to pass judgment on 
matters and to solve problems that are definitely in 
the realm of controllership. 

This class of haphazard controllers, so to speak, 
often includes owners or officers of small businesses 
who undertake to act as controllers. In many cases 
public accountants step out of their roles of auditors 
and examiners and, crossing over to the other side of 
the fence, in fact become part-time officers of busi- 
nesses whose accounts they are auditing, by perform- 
ing controllership services as well. These conditions 
have long been recognized by business men, but until 
the advent of the professional public controller there 
did not appear to be any other way of meeting the 
situation. 

In one case of a professional controller which re- 
cently came to light it appears that he maintains an 
office, and from it goes to visit the several companies 
which he serves. This controller has a background of 
service covering many years as controller of a large 
company. He apparently is well qualified to give good 
service in his new role, to several companies. His re- 
sponsibilities to these companies include supervising 
accounts and the preparation of statements, internal 
auditing, taxes, insurance, budgeting, compliance with 
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government regulations—in short, the major duties of 
a controller. All of the accounting work is done by the 
companies’ employees, none by anyone employed by 
the professional controller. He points out that he in 
every way maintains the position of controller instead 
of public accountant. 

The professional controllers are small in number, 
and unless many more of them enter the field than 
have made their appearance thus far, there will not be 
much appreciable change for some time to come. 

Just who are qualified to become professional con- 
trollers? What standards shall be applied to measure 
their qualifications? These are questions which present 
themselves as of great importance, which must be an- 
swered satisfactorily as this calling develops, if the 
services which these men are to perform are to be of 
real value to companies which may avail themselves of 
them. The qualifications of men who apply for mem- 
bership in the Controllers Institute of America are 
tested by the high standards which The Institute has 
developed and set up for eligibility. 

Here is a responsibility—the measuring of qualifica- 
tions of prospective professional controllers—which 
The Institute may wish to assume. 

There has always existed, since the Controllers In- 
stitute of America was formed, the question whether 
controllership is a profession. The answer has usually 
been in the affirmative, yet The Institute has taken no 
steps to have controllership recognized as a profession 
by law or otherwise. It has been content thus far to let 
controllership and its accomplishments speak for 
themselves, and to permit whatever prestige may at- 
tach to membership in The Institute to serve as suffi- 
cient public recognition of this calling. The innate con- 
servatism of controllers, and their reluctance to take 
any step which may be construed as self-glorification, 
are responsible in large measure for this failure to take 
steps toward having controllership established as 4 
profession. 

Perhaps the appearance on the scene of the profes- 
sional controller who serves more than one company 
may lead to the giving of serious consideration by The 
Institute to this matter. 
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Momentous Month 


PRIL has been a momentous month in American his- 
tory. Perhaps 1945’s April may produce some 
event sufficiently noteworthy to take its place among 
the other items which historians regard as turning points 
in the nation’s history. 

Looking backward to discover what controllers were 
thinking about in the various Aprils since publication 
of this magazine began in 1934, it is found that in April 
of that year reports required by governmental agencies, 
the expense of their preparation, the burden of respon- 
sibility which they placed on corporate officers, the 
waste and duplication they entailed, were uppermost in 
controllers’ minds, as evidenced by comments in these 
editorial pages. 

One year later, in April, 1935, controllers were taking 
note of the fact that the 1934 Federal Revenue Act 
specifically permitted the chief accounting officer of a 
corporation to sign its tax return. 

In the spring of 1936 controllers. were beginning to 
learn what the Social Security Act meant to them in 
the way of increased responsibilities. Details of admin- 
istration were being discussed. 

In April, 1937, the editorial page of this publication 
was devoted to a discussion of whether or not control- 
lership is a profession. Dictionary definitions of “pro- 
fession” were quoted, and it was discovered that, ac- 
cording to those definitions, controllership is a profes- 
sion, even though neither controllers themselves nor 
their national organization, the Controllers Institute of 
America, had attempted to establish it as such. Speak- 
ing of controllers, it was pointed out that they “bear the 
brunt of this whole process of business regulation” (by 
government). 

In April, 1938, controllers were discussing with the 
Securities and Exchange Commission a proposal to 
standardize accounting treatment of specific transac- 
tions and methods of reporting thereon. 

A year later is found material advocating the inclu- 
sion in a controller's department of an engineer, for 
inventory work, especially with respect to physical as- 
Sets. 

In April, 1940, there was talk of paying salaries to di- 
tectors in the hope that they would then devote more 
time to the affairs of their companies; and more material 
made its appearance to define the functions and stand- 
ing of the controller. 

By April, 1941, controllers were familiarizing them- 
selves with the extensions of auditing procedure which 
had been put into practice by the American Institute of 
Accountants. Forms and contents of annual reports 
to stockholders were being studied. 

A War Conference of Controllers, to study their new 
tesponsibilities under war conditions, was announced 
in April, 1942. There was also a discussion of rates 
Proposed for inclusion in the 1942 Federal Revenue Act, 
and of inequities and hardships resulting from defects 
in the existing corporate tax structure. 

By April, 1943, the rights and privileges of war con- 
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tractors in connection with termination of contracts 
were under observation, and a demand voiced for defini- 
tion of procedures to be followed. The manner in 
which termination clauses were to be interpreted, equit- 
able settlements, and prompt realization, were dwelt 
on as subjects in need of early clarification. 

A year ago this month many war-born subjects were 
being studied. The invasion of Europe had not taken 
place, but there already was talk of “Success Day,” of 
cancellation or reduction of contracts, of financing re- 
conversion, of renegotiation of profits, of the prob- 
lems of the postwar period, of disposition of surplus 
plants, materials and finished products, and of employ- 
ment of demobilized soldiers, sailors, marines and 
others. The results of the fight against unnecessary 
governmental questionnaires were measured. The pro- 
visions of the Current Tax Payment Act of 1943 were 
under close study. 

By merely noting what subjects were under discussion 
in one given month in each of the last eleven years, a 
picture is presented of the changes that have taken place 
in responsibilities of controllers. The transition from 
peace-time plans and activities, to the realities of war 
and strict government regulation, is interesting and il- 
luminating. It is to be hoped that before too many 
more years have elapsed, controllers may again take up 
the constructive program for betterment of normal 
business practices which was in effect prior to the gath- 
ering of war clouds in 1939. 


More Controllers Signing Annual Financial Statements 


F -watpierep proportion of the annual reports of cor- 
porations which are coming to hand include con- 
trollers’ reports, or the signatures of controllers to the 
financial reports. 

For instance, the report of the Jewel Tea Company, 
Inc., includes a Controller's Report signed by Mr. Al- 
len U. Hunt, controller and a company director, to the 
effect that the balance sheet and income account and 
earned surplus account “are in accordance with and 
correctly prepared from the books of the company, 
and in my opinion fairly state the financial position of 
the company . . . . and the results of its operations.” 

Mr. W. J. Wardell, vice-president and controller of 
American Can Company, signs the balance sheet in his 
company’s annual report; also Mr. J. S. Snelham, vice- 
president and controller of Continental Can Company, 
Inc.; also Mr. Magnus F. Peterson, treasurer of United 
States Envelope Company. These are mentioned as a 
few of the companies which have adopted that prac- 
tice. The number does seem to be increasing gradually. 


A Controller's Report? 
eee annual report of the Commerce and In- 

dustry Association of New York, Inc., included a 
page headed ‘‘Comptroller’s Report.” It consisted solely 
of a letter from a firm of public accountants reporting 
on a routine audit! 


yes oe 











As practical experts, keenly attuned to 
the problems of business and employment 
arising from taxation, controllers can 
speak with the authority that only painful 
experience brings. Further than that, the 
Congress and the nation should thank you 
collectively and individually for your as- 
sistance in putting into operation the 
system of withholding taxes. Without 
this practical addition to our tax structure, 
very likely it would have fallen of its 
own weight. 

I have not heard one substantial com- 
plaint about your self-imposed tax col- 
lection job. I wish I could say that there 
were no complaints about our tax framing 
job. 

We have come a long way in the past 
five years in the devising of the heaviest 
tax collections ever conceived by man. 
Our gigantic program of war spending 
makes this tax collection necessary. The 
Congress has used every reasonable means, 
and I am afraid some not-so-reasonable 
means, to tap the earnings of individuals 
and business on behalf of the Federal 
Treasury. Federal yearly revenues are now 
about 47 billion dollars, and with 10 bil- 
lion dollars added for state and local 
levies, taxes amount to over 35 per cent. 
of national income. 

Our Ways and Means Committee, of 
which I have the honor to be a member, 
came to the conclusion last year that in- 
come taxes had reached the point of 
diminishing returns—the point of dis- 
couragement. 

What is this point of discouragement ? 

Well, out in my big state of Kansas, 
a farmer says a cow needs three acres of 
grass. The grass will grow just enough to 
keep ahead of her appetite. A hundred 
cows on three hundred acres of pasture 
would be safe. Put 150 cows in. there, and 
you'll soon get a bovine rendition of 
“Don’t Fence Me In,” and a bunch of 
broken gates. When the grass disap- 
pears—a cow gets discouraged. You lose 
both grass and cow. 

If government overloads business with 
taxes, it will lose both business and reve- 
nues—'‘and that ain’t hay.” The millions 
that want jobs in useful private enterprise 
will be forced to look to a paternalistic 
government. 

Our Committee stood pat against in- 
creasing individual income rates for 1945, 
and with success. The 1944 Revenue Act 
did increase corporate excess profits taxes 
from 90 to 95 per cent., but the corpo- 
rate normal and surtaxes were held at the 
40 per cent. rate, and the 80 per cent. 
over-all limit was also maintained. 

There have been many complaints 


By Honorable Frank Carlson 


about the complexity of the tax system 
and a lot more complaints about the way 
taxes are collected under interpretations 
of the law by the administrators. The 
present tax structure—IS involved and 
confusing; simplification and clarification 
can save many millions of dollars of 
both the taxpayers’ and the government's 
dollars. 


EFFORTS TOWARD SIMPLIFICATION 


The Tax Simplification Act of 1944 is 
our start toward tax reform. It relieved 30 
million taxpayers from the necessity of 
filing regular returns; it gave 10 million 
others the privilege of rapid calculation 
through the “short form.” 

Corporate and other business taxes de- 
serve a similar simplification. Of course 
there are people who thrive professionally 
on these complexities, but by nature busi- 
ness executives have a yen for efficiency. 
The “make work” theory has never been 
accepted as sound economic practice. 

The degree of simplification we achieve 
will be in ratio to your demand and pub- 
lic understanding and I urge you to use 
your creative talents for this high purpose. 
I am not nearly so concerned about your 
concealing complaints from Congress as 
I am about your being timid with sugges- 
tions. 

On the Republican side at least—we 
have a very stubborn attitude on taxation. 
In the face of all these brilliant new 
theories by tea-cup economists and long 
haired leftists we cling to the idea that 
taxes should be adjusted to sound busi- 
mess practices, and not that business 
should have continually to adjust to new 
taxes. 

We don’t want government by ‘““TAX- 
OCRATS” continually meddling with the 
competitive practices that brought this 
nation the highest living standard on 
earth and the capacity to outfight and out- 
produce all regimented peoples. 





Taxes and Unemployment 


For that reason, we so-called conserya. 
tives have some weird experiences in try- 
ing to frame a tax law with the so-called 
liberals, who are especially liberal with 
the dollars of 50 million taxpayers. It's 
like approaching fatherhood. You try to 
work, try to study, pace the floor; you be. 
gin to get scared. Finally, you get a law, 
Then come the screams. Your tax baby 
looks strange, may be deformed. You 
say: “Did I help produce this thing?” $o 
we look for someone to share the blame. 
We call in the tax doctors. 

One thoughtful suggestion which came 
out of this group, I believe, proposes that 
information returns for income tax pur- 
poses and the employers return for social 
security taxes be combined. To me, this 
double reporting looks unnecessary and | 
hope you can suggest practical methods 
of relief. 

Some ef you report difficulty over an 
interpretation by the Bureau of Internal 
Revenue which requires tax withholdings 
to be reported as of the date of actual 
payment, rather than determining the 
withholdings on the basis of established 
payroll periods. I am sure a solution to 
this problem can be worked out with your 
assistance, so that you will not be re- 
quired to abandon sound and established 
practices. 

I mention these two problems because 
they illustrate how you can give us guid- 
ance outside our own personal experience. 


INDIVIDUAL INCOME TAX 


We still have a complication with re- 
gard to individual income taxes which is 
bothersome. Exemptions for normal and 
surtaxes are not the same. We allow $500 
exemption per taxpayer for the 3 per cent. 
normal tax, and for surtaxes we give 4 
$500 exemption respectively to taxpayer, 
spouse and dependents. 

This procedure is necessary to obtain 
as many tax-contributors to the war éf- 





House of Representatives. 





| “DON’T FENCE ME IN!” 


In this discussion of our federal tax program, both present and future, Repre- 
sentative Carlson, of Kansas, aptly summarizes his tax philosophy when he 

| points out that a healthy cow needs three acres of grass, otherwise “the cow 
| gets discouraged . . . . you lose both grass and cow.” The moral should be 
obvious to our tax planners, particularly when they look at the possibilities 
of further tax revenue from corporate sources. Representative Carlson, who 
presented this paper before the February 8 meeting of the New York City 
Control of The Institute, is a member of the Ways and Means Committee of the 
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fort as possible, since the burden is so 
great that all must share the load. Had the 
many surtax exemptions been allowed for 
normal taxes, about 12 million would 
have escaped income taxes. 

The great simplification feature of the 
resent income tax is the option granted 
to some 30,000,000 taxpayers to use their 
withholding receipts as a tax return. Thus, 
we have shifted at least part of the cost 
and trouble of tax computation to the gov- 
ernment. It does not hit the heart of the 
roblem since the law itself is still cum- 
aoe and unwieldly. 

I believe we can produce a clearly writ- 
ten tax law which the average taxpayer 
can understand and follow. A man can 
dream, can’t he? 


TAXES ON CORPORATIONS 
So far, nothing has been accomplished 


toward simplification of corporate taxes. 
There are five corporate taxes. 


1. Normal tax—top rate......... 24% 
2. Surtax—top rate.........04.. 16% 
3. Capital stock tax...........-. $1.25 


per thousand of declared value 
4. Declared value excess-profits tax.... 
66/10 to 13 2/10% 
b. Excess propits tax... 2.20.00. 95% 


The last tax is clearly a war measure 
and certainly has no place in peacetime 
economy. It should be eliminated imme- 
diately with victory. And it is only proper 
to call a spade a spade and refer to the 
recapture of profits through renegotiation 
a sixth tax and one which only war can 
justify. 

The capital stock tax and declared 
value excess profits tax were adopted back 
in the early days of the Roosevelt Admin- 
istration. 

The budget estimates a yield from these 
taxes for the fiscal year ended June 30, 
1946 at about $500 million. This is not 
all revenue by any means, because both 
taxes are allowed as deductions in com- 
puting income and excess profits taxes. 
Hence, the government realizes only about 
$150 million net revenue from these 
sources, 

Aside from the comparatively small 
tevenue involved, these taxes have caused 
more headaches to business than any tax 
which has ever been written into the 
Federal code. It is admitted to be a guess- 
ing game. The one guessing closest the 
future income of his corporation is the 
ptize-winner because he pays less taxes. 
This is a particularly difficult and often 
costly sport, especially in these times of 
uncertain incomes. The declared value 
excess profits tax and the related capital 
stock tax should be eliminated. 

I believe our tax system should tele- 
scope corporation normal and surtaxes 
into one flat rate and give a lower rate 
to small business through credits or ex- 
emptions. The complicated structure of 
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normal and surtaxes were enacted to col- 
lect income tax on the interest from par- 
tially exempt Federal bonds. They are 
still exempt from normal tax, but the sur- 
tax catches them. 

Now, since the interest from all gov- 
ernment bonds issued after March, 1941, 
is subject both to normal and surtaxes, the 
problem has all but disappeared, and 
could be solved if the Treasury would 
call in the partially-exempt bonds issued 
prior to that date. 


A SouND TAX STRUCTURE 


I am a great believer in having ONE 
tax for corporations in order to eliminate 
the waste and expense of keeping the 
many records which ate now required to 
compute taxes on so many different bases. 
The government would save the count- 
less manhours now devoted to checking 
taxpayers’ returns; business would be re- 
lieved of many millions of dollars of 
needless cost of compliance. 

Frequent changes in our tax laws play 
havoc with business policies. It has been 
impossible for most taxpayers to plan 
ahead. Not only that, but they must carry 
a reserve against unsettled taxes, new 
claims and new decisions by the collector. 
Business cannot plan employment and 
operating policies upon such an indefinite 
tax policy and shifting interpretations. 
Certainty in taxes can contribute greatly 
to our future progress. 

The tax policies of Great Britain and 
Canada in this respect provide quite a 
contrast to our own. While these nations, 
like ours, have been faced with extreme 
war conditions and have made frequent 
changes in rates and exemptions, the great 
body of their substantive tax law has not 
been changed in the last 10 or 15 years. 
They change the rates—not the structure. 

Our postwar taxes should be so soundly 
conceived that we can emulate our Brit- 
ish and Canadian cousins in their con- 
stancy. 


PRESENT FISCAL PICTURE 


What’s ahead of taxes? Well, before 
discussing that, let us look at our present 
fiscal picture. During the current year the 
budget anticipates a total outgo of $99 
billions. Estimated receipts, after the ap- 
propriation for the old age fund, is set 
at $46 billions. 

Now, where. are these collections com- 
ing from? 

Individual income taxes about $19 billion 
Corporation Income Taxes and 
Excess Profits Taxes 17 billion 


This total of 36 billion dollars of in- 
come taxes will furnish almost 80 per 
cent. of our total revenue. In addition, 
somewhat under $2 billion is expected 
to go into the Treasury through renego- 
tiation. 


171 


We will collect $514 billion from ex- 
cise taxes and $2 billion from~ employ- 
ment taxes. The balance—about a half- 
billion—will come from estate and gift 
taxes, customs and miscellaneous receipts. 


A COMPARISON OF NATIONS 


No other country derives so much of 
its total revenue from income taxes. In 
many nations, more than one-half of the 
revenues come from excises. Great Britain 
gets a fourth of her total revenues from 
excises, even though she is a firm believer 
in the income tax. In one of his recent 
budget messages, the British Chancellor 
expressed hope for the return to the sys- 
tem of more reliance on excises. Canada 
gets about one-third of her revenues from 
excises. 

Therefore, any consideration of post- 
war tax programs must determine what 
percentages of the burden shall be borne 
by excises, personal and corporate income. 
Men have been eternally and still are 
seeking the proper balance. It is in the 
scales of economic justice. 


Tax PLANs—Goop AND BaD 


Some of our postwar tax plans go so 
far as to advocate a complete repeal of 
the corporation income taxes. Some tax 
economists advocate an eventual repeal of 
all excises. 

Other groups favor a high corporate 
tax and advocate low personal income 
taxes. There can be and is an honest 
difference of opinion as to which method 
merits approval. On one premise—we 
must agree—that is—as long as the gov- 
ernment spends, we've got to meet ex- 
penditures by taxes. 

No, we cannot approach this bright 
new peace by reducing taxes simply to 
ease the tax burden, or by suggestions that 
the other fellow pay instead of you. 


FEDERAL FINANCIAL SYSTEM 


Our Ways and Means Committee of 
the House is the source of the tax law. 
Likewise, the Appropriations Committee 
is the source of authority to withdraw 
money from the Treasury. Of course both 
are subject to the vote of the whole Con- 
gress, but the House Committees do the 
original planning and spadework. 

As now organized, Ways and Means 
plan the taxing without so much as a 
conference with the Appropriations group 
on the spending. We in Ways and Means 
must impose all the taxes we think the 
economy can bear, yet revenues have 
lagged far behind expenditures. The re- 
sult is deficit and debt, and while deficits 
are unquestionably necessary during war, 
as a peacetime policy they promise only 
national catastrophe. 

The so-called “streamlining” of Con- 
gress is the subject of various plans, and 
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some of them seek better correlation be- 
tween the spending and taxing functions. 
Congress needs well-paid and expert help 
to handle these billions in budgeting. 
Also, professionally, you should be inter- 
ested, for men of your methods and tal- 
ents are just the type who can save us 
billions in both spending and planning. 

We are just pouring sand down a rat- 
hole in our tax planning unless it is re- 
lated to control of spending. Spending IS 
taxing. The tax burden is compounded 
when that spending competes with busi- 
ness and destroys taxpayers. 

Perhaps I shall live to see the day (I 
have hopes) when we will cover specific 
appropriations with specific revenues. 

There have been several comprehensive 
studies on the postwar tax system. Two 
or three are being made by government 
bodies; others come from unofficial, but 
nonetheless authoritative groups. They are 
all helpful and hopeful and will receive 
careful consideration. Perhaps they take 
too much for granted in spending econo- 
mies and balanced budgets, but the fact 
that 22 formal tax plans (at the last 
count) have been produced is prime evi- 
dence of an awakened public. 

Postwar taxes are getting more atten- 
tion than any other proposed legislation 
in our history. All tax groups, whether 
they be Republicans, Democrats, Right 
or Left, Labor, Business or Agriculture, 
AGREE that expanded business activity 
and high employment are the twin goals 
of our postwar economy. 

But let’s not say that taxes in them- 
selves will bring about either. The chief 
contribution our tax system can make is 
to give employment and business activity 
the best tax climate we can reasonably af- 
ford. 

All of us concerned with taxation may 
well ask of each tax that is now on the 
books: ‘Does it injure the chance of full 
employment ?” 

The excess profits tax is marked for 
early slaughter on my list as a tax which 
seriously discourages investment in new 
enterprise or in the expansion of business. 

This tax tends to discourage the very 
type of business—that is going to make 
jobs—the enterprise that involves con- 
siderable risk. Surely there still is a place 
in America for our veterans to make an 
honest gain by risking a shoestring on an 
idea, a patent or by hard work—an idea 
that will give jobs to his buddies. 

What other taxes should be reduced 
and to what degree is a round-robin argu- 
ment. Surtaxes on personal income are 
too high and will discourage investment ; 
the same is true of corporation taxes. 

The double taxation of dividends as in- 
dividual income after they have been taxed 
as corporation income is an inequity and 
needs serious study. 

Small business needs special considera- 
tions. The big ideas of today, the core of 
our progress, came out of the little tinker 
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shops of yesterday. More than any anti- 
trust legislation, the promotion of the 
welfare of small business is a guard 
against monopolies and social stagnation. 
We must therefore be certain that tax 
relief applies to the lower brackets and 
somewhat profitless small enterprises for 
the sake of employment as well as prog- 
ress. 

I speak particularly of taxes on business 
largely because I believe it is your pro- 
fessional interest and also because corpo- 
ration taxes are my particular assignment 
in the Republican Postwar Tax Study 
Committee. This Committee is composed 
of 25 members of the Minority who are 
versed in tax matters and under the able 
leadership of Mr. Reed of New York. 

However, I must for the record say 
that income taxes are just as burdensome 
upon the individual. Any reduction of 
corporate income taxes must have a com- 
pensating reduction in individual taxes. 

By the lowest estimates, our postwar 
budgets are going to run $17 to $30 bil- 
lion, depending on how much we spend 
for war veterans, foreign relief, defense, 
debt and public works. These are the 
items above those we used to consider a 
normal $4 billion government. 

We are collecting about $46 billion 
in wartime taxes. If we spend $23 billion 
we could reduce our tax collections 50% 
and still balance the budget. 

Now, please don’t anyone say that we 
plan to cut postwar taxes in half. It 
might be good politics to say it, but it 
would be dishonest and a disservice. 


JOINT COMMITTEE ON TAXATION 


The Joint Committee on Taxation, rep- 
resenting the House Ways and Means 
Committee and the Senate Finance Com- 
mittee, is giving the entire tax structure 
and our postwar problems a careful and 
close study. It has assigned its staff, di- 
rected by the very able and overworked 
Colin F. Stam, to the details of this tre- 
mendous task. The experts at the mo- 
ment assigned to tax legislation by the 
Treasury are being included in the sources 
Mr. Stam has turned to for their views. 
Every possible effort is made to gather in 
the ideas of various tax minded persons 


and groups. 


Probable postwar budgets are being set ’ 


up and from this long study, started back 
in June and July of last year, the Congress 
will be furnished all the basic facts, data 
and information on which to proceed 
and write the changes in our tax laws. 
You men who know Mr. Stam and the 
general thinking of our committee in the 
House under Hon. Robert Doughton’s 
leadership, and the Finance Committee 
of the Senate under Senator George, will 
understand the good common sense that 
will be basic in the task. Perhaps that is 
the greatest word of encouragement and 
optimism I can bring you. 








The one thing I dread is a repetition 
of past experiences. Our Committee will 
be petitioned by and hear the testimony 
of Labor, Agriculture and Business. Each 
group will ably and honestly present 
their suggestion. 

In case of conflict, who are we to be. 
lieve? Or shall we just follow the rule 
of votes and constituency ? Will this old- 
fashioned, time-worn routine give us a 
sound tax structure? No, it will not. 

I have consistently advocated a Fed- 
eral tax commission, a commission com- 
posed of representatives of agriculture, 
labor, business and industry, individual 
taxpayers and consumers, tax accountants, 
tax lawyers and tax economists, this com- 
mittee to cooperate as a fact finding and 
advisory committee to the Congress. 

Congress can write a tax bill but it 
must be acceptable to our people. We 
need the wide experience and broad views 
of every group. We must have the whole- 
hearted cooperation of labor, agriculture 
and industry. 

My anxiety is that the best tax plan 
bears the widest approval of the nation, 
because it is the plan of most general 
approval that is going to be your tax law 
—perhaps the tax basis for generations 
to come. 

Don’t personalize your tax complaints, 
RATIONALIZE them with other taxpay- 
ers. 


BUILDING THE POSTWAR TAX 
STRUCTURE 


Having this in mind I think we can 
all agree on five basic points which must 
be the very foundation of our postwar tax 
structure. 

1. As to its source, it must be devel- 
oped by a representative, patriotic group; 
not the suspect of privilege. 

2. As to its effect, the primary motive 
must be maximum employment AND 
business activity. 

3. As to its scope, it must give more 
than casual attention to the balancing of 
spending by revenues. 

4. As to its benefits, it must equitably 
spread tax relief. 

5. As to its soundness, it must bear 
approval by the most expert AND prac- 
tical opinion available. 

Your taxation committees—the whole 
of Congress for that matter—are only the 
sounding board of the nation. Before we 
are lawmakers, we are selectors and at- 
biters between the segments of our econ- 
omy. 

The justice of your government de- 
pends upon the interest in government by 
the just. And the summary expression of 
government is its taxes, for in their col- 
lection the government manifests its char- 
acter—progressive or oppressive. __ 

Let’s not patch our tax structure with 
politics, privilege and provincialism. 
Let’s leave enough grass for the cows. 
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We public accountants have great ad- 
miration for the fine part the Control- 
lers Institute of America has been play- 
ing in the development of sound 
internal accounting functions and tech- 
niques. As a general rule, public ac- 
countants have more direct contact with 
controllers than we have with any other 
division of management. We are both 
concerned with providing management 
with a system of reports and operating 
controls which will furnish the maxi- 
mum assistance in the administration 
and stewardship of enterprise. 

Internal auditing and internal control 
have steadily developed, with the 
growth of business, to become a very 
important part of such a system. Al- 
though the subject of this discussion 
refers only to internal auditing I would 
like to expand that subject to include 
comments on internal control. The two 
subjects are so closely related that one 
can hardly be discussed adequately with- 
out some consideration of the other. 

In determining the course which this 
discussion should take, I concluded 
that you would not be particularly in- 
terested in lengthy recitals of detailed 
auditing procedures or expansive out- 
lines of vara specific systems of in- 
ternal control. In referring to internal 
control I mean the segregation of duties 
within an accounting system in a man- 
ner which results in the work and ac- 
tivities of one employee being system- 
atically cross-checked by the functions 
of another. 

Specific application of the principles 
of internal control and detailed methods 
of internal auditing should and do vary 
materially among companies, depend- 
ing upon the type of business, the type 
of organization set-up, the type of ac- 
counting system in effect, and the like. 
Accordingly, I shall devote my com- 
ments to some of the more general 
aspects, particularly as they are viewed 
by the public accountant during the 
course of his work. 

Of the many functions of an inde- 
pendent public accountant, probably the 
One most closely related to matters of 
internal auditing and internal control 
is the examination of financial . state- 
ments and the expression of opinion 
with regard thereto. These financial 
statements are the end-result in most 
cases of the recording of a multitude 
of transactions, large and small in 
amount, transpiring during a year or a 
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longer period. The recording of these 
transactions from the source of their 
original entry to their final place in the 
accounts may require the continuous 
efforts of an accounting organization 
embracing hundreds or even thousands 
of employees. A complete examination 
of each of these transactions by the pub- 
lic accountant is manifestly imprac- 
ticable. It is at this point that the com- 
pany’s system of internal control and 
internal audit comes to our assistance. 

I like to compare a smooth working 
accounting system with a multi-phase 
production machine which automatically 
gathers various raw materials, sorts 
them, submits them to precision tests, 
rejects the bad pieces, assembles the 
good pieces and finally turns out the 
finished product in accordance with the 
specifications of a pre-conceived plan. 
The more safe-guards and tests auto- 
matically applied by the machine dur- 
ing the process of production, the less 
chances there are for defects in the 
finished product. 

Fundamentally, this same principle of 
checks and safeguards is true of an ac- 
counting system. Assuming that it could 
be definitely established by the public 
accountant that an accounting system 
would turn out finished financial state- 
ments in accordance with pre-conceived 
plans and such plans could provide for 
every type of transaction to be encoun- 
tered, on the basis of sound accounting 
principles, the public accountant’s ex- 
amination of the finished statements 
might well be confined to a study of the 
original plans. Unfortunately, a number 
of things operate to prevent such an 
idealistic situation. 

First, a large amount of accounting 
work cannot be mechanized or stand- 
ardized and necessarily entails the ele- 
ment of human judgment and action 





with the accompanying danger of hu- 
man error. 

Second, the nature of many account- 
ing transactions cannot be anticipated 
in advance and proper accounting pro- 
vided therefor in advance. 

Third, the costs of providing safe- 
guards necessary to produce such re- 
sults may greatly over-balance the bene- 
fits produced thereby. 

Nevertheless, many types of large 
volume transactions of modern busi- 
nesses do recur continuously under 
substantially identical conditions. For 
most of these transactions, accounting 
plans can be made in advance and ac- 
counting safeguards provided which 
give a large degree of assurance that the 
plans are being effectively carried out. 
These safeguards are what we call in- 
ternal control. In order to be sure that 
the plans and safeguards are actually 
working, they should be subjected to 
periodic internal tests. These tests are 
what we call internal auditing. 


PuBLIC ACCOUNTANTS AND 
INTERNAL CONTROLS 


The effective operation of internal 
control and internal auditing has a def- 
inite relationship to the work required 
to be done by the public accountant in 
expressing an independent opinion with 
respect to the financial statements pro- 
duced by his client’s accounting system. 
The more assurance he has of their ef- 
fective operations, the less amount of 
independent checking he has to do. You 
are all familiar, no doubt, with the par- 
agraph generally included in the public 
accountant’s report regarding the scope 
of his examination which generally con- 
tains comments about like this: 


We have... . reviewed the system 
of internal control and the accounting 








WHAT IS INTERNAL AUDITING’S PLACE AND ROLE? 


The development of internal auditing has been marked in recent years and in 
many corporations it has grown more rapidly than an understanding of its 
actualities and potentialities. Controllers and financial officers will find this 
thorough-going presentation by Mr. Sunstrum of real value in developing a 
fuller perspective on internal auditing within their corporate set-ups. Mr. Sun- 
strum is affiliated with the Detroit, Michigan, office of Arthur Andersen and 
Company, certified public accountants, and presented his paper at the January 
11 meeting of the Toledo Control of the Institute. 
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procedures of the company and, without 
making a detailed audit of the transac- 
tions, have examined or tested accounting 
records of the company and other sup port- 
ing evidence, by methods and to the ex- 
tent we deemed appro priate. 


Such comments evidence the preroga- 
tive of the professional accountant to use 
his judgment with respect to his client's 
accounting system in determining the 
scope of his work. Such prerogative is 
recognized by the Securities and Ex- 
change Commission in its Accounting 
Rule 2-02 of Regulations S-X which I 
quote, in part: 

"In determining the scope of the audit 
necessary, appropriate consideration shall 
be given to the adequacy of the system of 
internal check and control. Due weight 
may be given to an internal system of 
audit regularly maintained by means of 
auditors employed on the registrant's own 
staff. The accountant shall review the ac- 
counting procedures followed by the per- 
son or persons whose statements are cer- 
tified and by appropriate measures shall 
satisfy himself that such accounting pro- 
cedures are in fact being followed.” 


I believe that it is obvious from the 
foregoing that the systems of internal 
control and internal audit of his client 
mean a great deal to the public account- 
ant in planning the scope of his work. 
As previously mentioned, it is not prac- 
ticable or desirable to prescribe specific 
methods of internal control without 
knowledge of the particular accounting 
system, organization set-up, and such, to 
which the methods are to id applied, but 
I have outlined a few of the general 
types of things which we look for in 
making our reviews in connection with 
regular examinations of financial state- 
ments. 

All collections should be deposited in- 
tact daily in bank accounts—preferably 
those upon which the cashier or his sub- 
ordinates are not authorized to sign 
checks. 

Neither the cashier nor any employee 
under his supervision should have custody 
of any customers’ accounts nor the duty 
of preparing or sending statements to cus- 
tomers. 

No individual who is custodian of cash 
or of payroll or other funds and no signer 
or counter-signer of checks should recon- 
cile bank accounts or have access to bank 
statements and cancelled checks prior to 
reconciliation. 

As a general rule the use of counter- 
Signatures on checks provides additional 
protection. However, the effectiveness of 
this control may be mitigated by sheer 
volume in cases where large numbers of 
checks are issued, and in such cases the 
placing of limitations on the amounts of 
the checks, the use of imprest funds, or 
other means can be provided to assure 
adequate control. 
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The routine invoice auditing proce- 
dures should require satisfactory evidence 
of receipt of the materials through com- 
parison with receiving tickets, etc., proper 
approval as to prices and terms, adequate 
checks of clerical accuracy, and steps 
should be taken to prevent duplicate pay- 
ment by adequate stamping or perforat- 
ing of the invoice. 

An examination of the actual approved 
vouchers, invoices or other supporting 
data by the officer signing checks provides 
additional protection. 

Employees who have duties in connec- 
tion with the preparation of payrolls 
should not distribute payroll checks or 
make cash payroll distributions. Foremen 
should not distribute checks or cash to 
men under their supervision. 

All employees handling cash or securt- 
ties should be required to take vacations 
annually or be transferred periodically to 
other duties not involving the handling 
of cash. : 

Securities having negotiable value 
should be under the dual control of two 
executives, preferably a treasury official 
and an accounting executive. 

Officers and employees having access 
to cash or securities or responsibilities in 
connection with disbursements should be 
adequately bonded. 

It should be regular practice to send 
out bills or statements of receivables 
periodically which include all amounts in 
arrears or amounts owing but not due. 
Controls should be established which pro- 
vide assurance that all receivables carried 
in the ledgers are actually being billed. 
Employees having access to cash should 
not have duties in connection with the 
preparation of the bills or statements. 

Detailed receivable ledgers should, of 
course, be balanced periodically with the 
related control accounts. In this connec- 
tion, it is better, if practicable, for the 
employee who ordinarily posts to the de- 
tail records not to balance his own rec- 
ords. 

Charge-offs of bad debts should not be 
authorized by employees having access 
to collections or employees who keep the 
receivable records. It is sometimes desir- 
able to maintain memorandum controls 
over all accounts charged off and to bal- 
ance the charged-off accounts with these 
controls periodically. In some cases it may 
be desirable to circularize, as a routine 
matter, all accounts charged-off at the 
time the charge-off is made. 

Discounts and other allowances to cus- 
tomers should not be finally approved by 
employees having access to collections. 

The gathering of accounting data from 
original sources and the compilation of 
such data to and including its ultimate 
entry in the general ledgers should be 
so organized that the results produced by 
an individual performing one step must 
dovetail with the results produced by 
those performing others. 





After mentioning a few types of the 
things we look for in our review of in- 
ternal control (and I wish to emphasize 
the word “types” because I do not want 
to leave the impression that any of the 
particular conditions I have mentioned 
are necessarily essential to an effective 
system of internal control to the exclu- 
sion of other methods which may pro- 
duce equally effective results), I must 
hasten to state that I have never yet 
found during the course of my experi- 
ence a system which incorporates al] 
of the features of control that may be 
desirable from a theoretical or technical 
standpoint. Nor should I expect to find 
it. The limits of prudent enonomy are, 
and should be, as prevalent in the plan- 
ning of an accounting system as they are 
in the conduct of any other part of a 
business. 

Obviously, it is impossible to have a 
complete system of internal control 
with a limited number of office em- 
ployees each of whom must by necessity 
perform an assortment of duties both 
as to cash and other records. These 
limitations exist even in the largest cor- 
porations. The test of any a of an 
accounting system is its end-use value 
in serving management and in pro- 
tecting the assets for which management 
is responsible. These practical limita- 
tions, however, should not discourage 
continuous vigilance in searching for 
ways of improving existing methods 
insofar as economical organization ma- 
chinery will permit and, in this connec- 
tion, we public accountants should not 
be unmindful of our own responsibili- 
ties. 

I consider it a definite responsibility 
of the public accountant to construc- 
tively criticize his client’s system and 
make helpful suggestions for its im- 
provement to the extent that he can do 
this from his observations during the 
course of the work for which he is en- 
gaged. Such observations in connection 
with a regular annual examination of 
financial statements cannot, of course, 
embrace a degree of completeness such 
as would be expected from a systems 
survey, but I believe that an alert public 
accountant cannot work on any engage- 
ment involving use of the companys 
records without having some sugges 
tions occur to him. Some of his sugges- 
tions may prove to be impracticable 
upon full exploration, but I have seen 
cases where suggestions involving rela- 
tively minor changes in system set-up 
have produced surprisingly beneficial 
results. E 

In one case with which I am familiar, 
a weakness of internal control existed 
in connection with the handling, jointly, 
of mail receipts and other cash receipts. 
Investigation disclosed a defalcation of 
several thousands of dollars. Correction 
of this weakness was attained by a sim- 
ple segregation of duties involving the 
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separate handling of mail receipts with- 
out any increased burden upon the ex- 
isting personnel. In other cases, sys- 
tematic rearrangements of certain re- 
cording processes so as to provide for 
automatic cross-checks of totals and 
balances have eliminated the necessity 
for some of the routine manual checks 
and resulted in economical reductions 
in the number of clerical employees 
required. No accountant, public or pri- 
vate, should relax from the investigative 
approach. 


SYSTEM AND METHOD 


I have dealt at some length upon 
matters of internal control before com- 
menting a great deal upon internal 
auditing because the establishment of 
an adequate and smooth working system 
should precede the formulation of 
methods by which the operation of 
such system is checked. Or, to put it 
another way, the extent to which in- 
ternal auditing is necessary or desirable 
is largely dependent upon the type and 
effectiveness of the system in operation. 
Nevertheless, a regular program of in- 
ternal auditing is an important supple- 
ment to the internal check provided by 
the regular accounting routine. It af- 
fords an independent means of determ- 
ing that the prescribed routines are be- 
ing followed and that the routine safe- 
guards are operating satisfactorily. It 
should also serve as a continuous vehicle 
for improving and standardizing effec- 
tive accounting procedures. 

In referring to internal auditing, I 
mean the operation of a more or less 
separate or distinct department or group 
within an organization which is inde- 
pendent of the routine accounting func- 
tions and reasonably independent of the 
influence of the department or person- 
nel being checked. 

The internal auditing department 
should have a well planned program 
correlated to the company’s routine 
system of internal control and such pro- 
gram may well cover not only the regu- 
lar accounting department but many of 
the functional or operating depart- 
ments. In this connection, however, in- 
ternal auditors, and other accountants 
as well, should be conscious of the in- 
herent danger of overstepping the 
tealm of their qualifications and should 
be careful not to assume the functions 
of management. In cases where travel- 
ing auditors are the principal contact 
between outlying branches and the cen- 
tral administrative offices of an organ- 
zation, the temptations are great to 
dictate operating and administrative 
policies. Accounting and auditing pay 
their way by serving business, not by 
trying to run it. 

In addition to the performance of 
sttict internal auditing functions, in- 
ternal auditing departments are in many 
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cases being used to perform a large 
number of other special functions. 
These functions include production ef- 
ficiency studies, trade analyses, work in 
connection with war contract renego- 
tiation and termination, special operat- 
ing personnel investigations, special 
studies in connection with War Pro- 
duction Board and War Labor Board 
requirements and, with respect to pub- 
lic utilities, studies to determine “orig- 
inal cost’’ of utility plant. 

There is no doubt that internal audit- 
ing staffs are well qualified in most 
cases to handle matters of this nature 
and may be able to do so without det- 
riment to their regular audit functions. 
However, in several cases I have noted 
lately, internal auditing departments 
have been so involved with the per- 
formance of these special duties that 
they have had little time to do internal 
auditing. 

While recognizing the difficulties of 
maintaining a complete and smooth 
working organization under present 
war-time conditions, it is my belief that 
the principal function of an internal 
auditing department should be internal 
auditing. If the maintenance of an ef- 
fective system of internal audit is justi- 
fied in the first place, it is not a thing to 
be turned on or off at will. Accordingly, 
my comments will be confined to in- 
ternal auditing in its more exact mean- 
ing. 

BAsic REQUIREMENTS 


It seems to me that the first basic re- 
quirement of a good internal audit is 
the thorough familiarity of the auditor 
with the operating phases of the depart- 
ment or division he is to audit and a 
thorough knowledge of its prescribed 
policies and procedures. He should also be 
familiar with the manner in which the 
operations of the particular department 
or division fit in with the operations of 
other departments of the organization. 
For instance, in the audit of a branch 
billing and collecting office he should 
not only be familiar with the prescribed 
local office accounting forms and pro- 
cedures but he should be fully aware 
of the policies relating to credit terms, 
discounts and allowances, rebates, etc. 
prescribed by the administrative heads 
and should have a good working knowl- 
edge of the manner in which the rev- 
enues and funds collected flow through 
to the general accounts. In this connec- 
tion the maintenance of manuals. on 
company operations and procedures are 
generally helpful. 

Being thoroughly familiar with the 
Operations and procedures of the de- 
partment he is to audit, the auditor is 
in position to develop a program to 
guide the course of his work. In many 
cases standard audit “manuals” are 
maintained for this purpose and, while 
there may not be a great amount of real 
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difference between an audit program 
and an audit manual, I prefer the pro- 
gram approach because the term “man- 
ual” implies to me a more rigid set of 
procedures than I like to associate with 
the conduct of a good audit. The ap- 
plication of auditing procedures should 
depend upon the facts in each case and 
the use of a set of tailor-made rules is 
a poor substitute for a good auditor’s 
initiative, imagination, perspective and 
original thinking. On the other hand, 
there is some merit to the cautious use 
of audit manuals for the purpose of 
establishing minimum limitations on 
the scope of the work, particularly in 
auditing departments of large com- 
panies whose internal auditing staffs are 
composed of a large number of men. 

It is difficult to make general com- 
ments about what a good internal audit 
program should contain without com- 
plete knowledge of the surrounding 
circumstances, but I might mention 
some of the things which help more 
than others in curtailing the amount of 
work required to be done by the in- 
dependent public accountant : 

1. A complete verification of cash in 
banks and on hand. Counts of securities 
and other assets of a readily negotiable 
nature should be, made concurrently or 
kept under such control as to prevent sub- 
stitution during the course of the verifi- 
cation. It is desirable that this work be 
done on a surprise basis. 

The bank reconciliations should be in- 
vestigative and thorough. Care should be 
taken to determine that: 


(2) the payee shown by the returned 
check agrees with the payee shown 
by the cash disbursement records, 

(b) proper endorsements are included on 
the checks, 

(c) the check is perforated or stamped 
by the bank as evidence of its cancel- 
lation, 

(d) payments made payable to cash, 
banks, employes, etc. represent bona 
fide expenditures, 

(e) checks long outstanding do not have 
submerged significance or denote ir- 
regular transactions. Checks out- 
standing for an unusual length of 
time generally should be transferred 
in the records to accounts payable. 

As a precaution against “kiting” it is 
a good practice to reconcile receipts and 
disbursements as shown by the cash books 
with deposits and withdrawals shown by 
the bank statements. 

2. Circularization of accounts receiv- 
able, or test circularizations, if the volume 
of accounts is large, should be made by 
the internal auditor. Exceptions noted 
in the replies received should be carefully 
investigated and the files retained for re- 
view by the public accountant. Circulari- 
zation of all of the accounts receivable 
by the internal auditor would not neces- 
sarily relieve the public accountant of the 
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necessity of making some independent 
tests but should reduce substantially the 
number of accounts he would feel obli- 
gated to cover. In many cases tt may be 
advisable to arrange a joint program for 
the circularization in order to avoid dupli- 
cation of the accounts covered. If ac- 
counts receivable records are maintained 
by employes who also handle cash it is 
desirable, if practicable, to conduct the 
circularization concurrently with the vert- 
fication of cash. The internal auditor's 
circularization should cover accounts 
charged off during the period lapsing 
from his previous examination if such 
test is not provided for by the company’s 
routine procedures. 

3. If perpetual inventory records are 
maintained, physical test-counts or obser- 
vations of the physical inventories should 
be made periodically by the internal au- 
ditor. If perpetual inventories are not 
maintained and the physical inventories 
are taken all at the same time, it is ad- 
vantageous to arrange with the independ- 
ent accountant for a joint program of 
coverage. 

4. Thorough checks or test-checks by 
the internal auditor of the various routine 
clerical processes connected with cash re- 
ceipts and disbursements, material dis- 
bursements, billing computations, payroll 
procedures, etc. can materially reduce the 
amount of such detailed checking which 
the outside auditor is required to do. In 
connection with the payroll audits it is 
generally advisable for the internal auditor 
to make a personal delivery of the payroll 
checks or cash for one payroll period or, 
if the volume is large, to do it on a sam- 
pling basis. 

5. Competent and thorough audits of 
outside branches or divisions by the in- 
ternal auditing staff will substantially re- 
duce the number of branches which the 
public accountant feels called upon to 
visit. 

The things I have mentioned, if in- 
cluded in an internal audit program, 
can serve to curtail materially the work 
required to be done by the public ac- 
countant. There are many others. The 
performance of these functions cannot, 
however, completely replace the work 
to be done by the public accountant in 
forming his independent opinion. He 
must make such independent reviews 
and samplings of the internal proce- 
dures as are necessary to satisfy his pro- 
fessional responsibility. Here again, he 
should recognize his duty to make con- 
structive suggestions in the planning of 
his client’s internal audit program. His 
contact with procedures of many and 
varied types of businesses give him a 
broader experience, in a sense, than 
should be expected from the people 
working continuously for one company. 
He should, by all means, make this ex- 
perience available to his client in a use- 
ful way. 
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There are many things that the in- 
ternal auditing staff can and should do 
in connection with its regular auditing 
functions which can be of great benefit 
to the operating management of his 
company. You controllers, as part of 
management, are probably in better 
position to recognize these possibilities 
in your own companies than are we 
outside accountants. However, I might 
mention some of the things which I 
have observed as being helpful. The 
internal auditor in his assignments 
throughout the various departments 
and branches can: 

1. Observe critically the effective func- 
tioning of the company’s operating per- 
sonnel. He can note the quality of their 
approach in their contacts with customers 
and the public. He can observe their eff- 
ciency in the performance of their duties. 
He can sense the general status of their 
morale. 

2. He can observe generally whether 
or not the company’s property is being 
kept in a suitable state of condition. He 
can note whether stocks are stored in an 
orderly manner. He can note the appear- 
ance of merchandise on the shelves and 
whether it is being displayed attractively. 

3. He can note dangerous lay-outs of 
plants, stores or office buildings and make 
helpful suggestions to safety department 
heads. He may also be helpful with sug- 
gestions as to types and amounts of in- 
surance coverage required. 

4. He can observe the coordinating 
qualities of the various departments and 
perhaps make useful suggestions as to or- 
ganization set-up. 

5. His close contact with the many 
branches of the business can be very help- 
ful to the controller in producing inter- 
pretative re ports for management's use. 


These are some of the things the in- 
ternal auditor can note in connection 
with his regular audit work without any 


‘appreciable expansion of his audit pro- 


gram. Such types of suggestions in 
many cases can be very helpful to man- 
agement. He should keep in mind, how- 
ever, that his initial responsibility ends 
after he has reported his suggestions 
to management. It generally is not his 
duty to administer them. 

I have discussed some of the func- 
tions of the internal auditor. The busi- 
ness value attached to the performance 
of these functions is derived, in general, 
from the following two things: 


(1) assurance to management that the 
machinery recording the results of its en- 
deavors, and the accounting devices which 
assist in its endeavors, are functioning 
properly and the company’s assets are be- 
ing properly safeguarded or 

(2) information is available on the 
basis of which steps can be taken to pro- 
vide such assurance. 


I now shall discuss briefly the medium 





through which the benefits can become 
operative, namely the auditor’s report. 
The internal auditors’ report should 
always be in written form, preferably 
bound in such manner as to provide for 
long handling and usage. It should con- 
tain a clear, concise description of the 
scope of the work performed. Lengthy, 
narrative detail regarding the scope of 
the work can be avoided by a general 
reference to the audit program (or 
manual) previously mentioned. Steps 
taken beyond the original program 
should be mentioned and explanations 
given as to why these steps were neces- 
sary. The bulk of the report should be 
devoted to: 

(1) Irregularities discovered and fur- 
ther steps taken by the auditor in con- 
nection therewith. 


(2) Exceptions from prescribed prac- 


tices and procedures. 

(3) Recommendations for improve- 
ments in forms, practices and procedures, 

(4) Recommendations for improve- 
ments in internal control. 

(5) Comments regarding accounting 
personnel. 

(6) Suggestions regarding operating 
matters and personnel for the attention 
of operating management. 


With respect to irregularities dis- 
covered, it is advisable that the auditor 
notify his superior immediately upon 
their detection and without discussing 
the matter with the suspected employee. 
Responsible officials of the company 
should be consulted and the grounds 
well established before further steps are 
taken. Hasty accusations can result in 
serious complications. 

The report can be divided into as 
many sections as will make its use con- 
venient for the various officials con- 
cerned. The official to whom it should 
be addressed depends largely upon the 
particular organization set-up but it 
should eventually be made available, or 
at least the pertinent sections of it, to 
all officials who can derive any operat- 
ing benefit from it and to the officials 
who have the authority to see that rec- 
ommendations are put into effect. Pro- 
cedures should be provided for follow- 
up to final conclusion and disposition of 
the exceptions and recommendations 
presented in the report. Action is the 
essence of effectiveness. 

Before closing, I should like to devote 
a few comments to the place of the in- 
ternal auditor in the corporate organiza- 
tion; that is, the source from which he 
derives his authority and the officials 
to whom he should be responsible. There 
has been much discussion of -this mat- 
ter within the internal auditing groups 
themselves and I believe that controller 
groups have also given it consideration. 
It presents an interesting problem from 
a technical organization viewpoint an 

(Please turn to page 196) 














for 


ils 








The general assumption that the rav- 
ages of World War II and its colossal 
cost will cause widespread national bank- 
ruptcies, has generated the belief in many 
minds that the future of a two-way world 
trade is hopelessly doomed and that our 
only salvation will be to fall back on our 
own domestic market. Let us examine if 
this view is borne out by the financial 
developments as they deploy themselves 
in the present world drama, and the out- 
look for the future. 

At the end of 1941 the revealed gold 
stocks held by all the countries of the 
world, with the exception of the United 
States, was $834 billion of which one- 
fourth was held under ear-mark in the 
United States. It is estimated that a fur- 
ther amount of $2 billion in gold is held 
by various foreign government agencies 
and by individual hoarders in undisclosed 
accounts. If we add to this amount short 
term investments and bank deposits in 
this country amounting to $314 billion, 
total foreign owned gold and dollar bank- 
ing funds were probably in excess of $14 
billion. In addition, it is estimated that 
foreigners held, at the end of 1941, some 
$3 billion in stocks and bonds of the 
United States and $314 billion dollars in 
direct and other investments in this coun- 
try, bringing the total to more than $20 
billion. 

As the war proceeded, payments due 
by us to foreign countries rose rapidly. 
Strategic material on a very large scale 
had to be imported from foreign coun- 
tries. The acquisition of air bases and 
various industrialization and agricultural 
programs in foreign countries tended to 
augment the outflow of dollar funds. The 
balance of payment by this country to 
other countries was further accelerated by 
the financial expenditures of our armed 
forces abroad. For instance, it has been 
estimated that our troops in Australia are 
spending an average of some $200 mil- 
lion a year for goods and services, and 
during the campaign in North Africa 
some $400 million per year was spent in 
Egypt. Through these various sources the 
dollar funds held in this country by for- 
eign Owners increased steadily and at an 
accelerated rate. Besides, practically all 
the new gold production outside the 
United States has been retained abroad. 
The gold production in the past two and 
a half years totalled well over $2 billion 
exclusive of Russia. Thus the a proxi- 
Mate status of foreign gold and short 
term dollar resources outside of the 


United States, by June 1944, was as fol- 
lows: 
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Billions 

Gold held outside the United States $14.670 
Foreign banking funds held in the 

U.S. e 5.930 





$20.600 


By the end of 1944 this amount may 
well have increased to $22 billion with 
likelihood of a further increase in 1945. 
This figure does not include foreign 
owned American securities and direct in- 
vestments. It may be interesting to note 
that in the period immediately following 
World War I, the total foreign gold 
and short term balances were only about 
$5 billion. In addition to these huge 
holdings of gold and dollar balances 
there have been accumulated by foreign 
holders, substantial balances of Sterling 
but since the use of these Sterling assets 
is at present limited to the so-called 
Sterling Area countries, the subject will 
be dealt with separately later. 

How are these enormous holdings of 
gold, dollars, and Sterling distributed ? 
Almost all of the countries outside of the 
continent of Europe have benefited by the 
huge waves of U. S. and British spend- 
ing for the war effort. The chief bene- 
ficiaries have been the Latin American 
countries whose gold and dollar holdings 
have trebled in the period 1939 to 1943. 
Gold and foreign exchange held by our 
southern neighbors increased from $900 
million in 1939 to $3 billion over the 
period, and probably reached in excess of 
$3.8 billion by the end of 1944. In North 
Africa, India, and Australia substantial 
amounts of foreign exchange were sim- 
ilarly accumulated through the heavy ex- 
penditures of the Armed Forces of the 
United Nations. The same holds true for 
several of the near East countries. 

On the continent of Europe many coun- 
tries have been able to add substantially 
to their monetary reserves in gold and 
foreign exchange assets. This particularly 
is true of the neutral countries of. Europe, 
namely, Switzerland, Sweden, Portugal, 
and Spain. Moreover, some of the occu- 


pied countries were able to conserve their 
pre-war holdings of gold and dollar bal- 
ances. As you are aware, the latter were 
subsequently impounded by the U. S. 
Government to prevent transfer to the 
Axis powers when the progressive occu- 
pation of the invaded countries took place. 

Gold holdings of the principal Eu- 
ropean countries as recorded at the end 
of 1943 were: 


| ene Se $ 964 Millions 

SOUR Sok 5G cha six o ares 384 i 

PRC os ois ok a nceck ss 161 

Sy Poe AP Oe eae 91 

IIR tae meg ow soy SoS a lg 2000 

Wedherlande-:.i5.c 0. .6cecacs 500 

BOOM svc Feared cate nes 734 

pene Pattee 316 . 

Czechoslovakia ........... 61 

ee ee eee 44 

MEE. 2 50 xiao oS arlow esa 24 

PION a 5G) kip 6 ies oS 25 : 
NOM eld ie ade ae $5304 Millions 


In addition the following European 
neutral countries held sizable foreign ex- 
change reserves as follows: 


Soplunesldaes 52222. cok $ 19 Millions 

Gua x 2 5 iS dks eden 145 2 

ee A Rant ear ery capeeoreey 483 is 
NAMM ete Sense i ee $647 Millions 


It is obvious that most of these coun- 
tries have enough gold and foreign ex- 
change to take care of their requirements 
in the immediate postwar period. Indeed, 
a number of these countries will even 
occupy a creditor position with respect to 
their gold and foreign exchange hold- 
ings. The countries which will be tem- 
porarily under the military government 
of the United States will receive the bene- 
fits of an appropriation by the U. S. War 
Department of an amount in excess of 
$500 million for relief purposes. Similar 
appropriations have been made by the 
other armies of the United Nations. 

Another important activating force for 
the international reconstruction of the 
world will be the capital-generating power 
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within the confines of each individual 
nation. As an example of the recuperative 
powers in this direction, I might mention 
the stabilization of the German currency 
in 1925 and the subsequent generation of 
new capital in that country under the 
most adverse internal and external condi- 
tions that prevailed at that time. 

There is no gainsaying that the many 
countries will need for the postwar period 
substantial credits for relief, for the re- 
construction of devastated areas, and for 
the stabilization of weak currencies. How- 
ever, it should be remembered that with 
the substantial gold assets already held 
by many foreign nations and still being 
accumulated at the present time, the world 
will likely require much less credit from 
this country than has been generally an- 
ticipated, with one possible exception— 
Great Britain. 


BRITAIN’S. POSITION 


What is the present financial position 
of Great Britain? In August 1939 the 
total amount of British investments 
abroad, including gold, dollar balances, 
and private investments was approxi- 
mately $18 billion. Out of this amount 
gold and dollar balances amounted to 
$4.483 billion. Before the British govern- 
ment instituted the British ‘Foreign Con- 
trol” some $300 million were withdrawn 
by foreign holders. Subsequently the 
British government requisitioned all the 
foreign assets held by their own nationals 
in exchange for Sterling funds and there- 
upon proceeded with the sale of foreign 
assets to pay for their overseas require- 
ments. During the first three years and 
before the advent of lend-lease, dollar se- 
curities in the following amounts were 
disposed of by the British government: 


MOE Se thas class aleec <> % $144.530 Million 
LUNE ERA i ean nrs RRS orp 170.931 ig 
RM ists ov sats bie Naess 2278740 So 


$542.732 Million 


Subsequently, in order to prevent the 
forced sale of additional securities, the 
Reconstruction Finance Corporation ar- 
ranged a 15-year loan of $425 million to 
the British government against marketable 
collateral valued at $450 million. The rate 
of interest was fixed at 3 per cent. per 
annum. Only $390 million was used by 
the British government and by July 31, 
1944, $125 million had been repaid. By 
the end of 1940 Great Britain had spent 
$2.316 billion of her own resources of 
which three-fourths were paid for in gold, 
10 per cent. in dollar balances, and the 
balance through liquidation of foreign 
securities. By the end of 1943 Great 
Britain had expended some $6 billion in 
addition to lend-lease amounting to 
$6.594 billion against which Britain sup- 
plied return lend-lease of $1.563 billion. 

For the British requirements supplied 
by Canada, Great Britain initially paid in 
Pounds Sterling, but betweea September 
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15, 1939 and March 31, 1942 the defi- 
ciency in Canadian Dollars was $1.870 
billion. This amount was paid for pat- 
tially in gold and partially by repatriation 
of Canadian Securities held in Great Brit- 
ain. The balance was permitted to accu- 
mulate in Sterling balances. Notwith- 
standing the repatriation of $840 million 
by Canada, the balance accumulated in 
London by Canada was $780 million. In 
May, 1943 Canadian securities held in 
London were still $1 billion but no fur- 
ther repatriation took place. The next 
step was the conversion of $700 million 
in Sterling balances by Canada into a long 
term loan free of interest for the duration. 
In addition the Canadian Parliament au- 
thorized an outright gift to Great Britain 
of $1 billion. This amount was exhausted 
by the end of 1942. In May, 1943 an 
additional appropriation of $1 billion was 
made by Canada, this time on a lend- 
lease basis in a somewhat modified form. 

Expenditures by Great Britain in India 
on balance amounted to $2.892 billion. 
All of this amount was offset by repatria- 
tion of Indian securities held in Great 
Britain. In spite of this operation, how- 
ever, Sterling balances in favor of India 
steadily increased, until in July 1944, 
India held in London the equivalent of 
$3.008 billion in Sterling balances. The 
total shift in the five-year period in favor 
of India amounted to $4 billion. In the 
period from 1939 to 1943, Great Britain 
incurred a total deficit of $12.691 billion, 
exclusive of lend-lease. By the end of 
1944 it will no doubt have reached $15 
billion. This deficit has been made up as 
follows: 


Deficitending! 1943 0325. cco hs dice naa ees 
Increase in Sterling balances .......... 
Increase in external debt ............. 
Repatriation of foreign investments ..... 
Liquidation of securities in U. S......... 


Sale of gold and U. S. Dollars ..... 


This leaves a difference of $1.120 bil- 
lion unaccounted for which no doubt is 
due to different accounting methods. It 
is estimated that at the end of the war 
Great Britain will stiJl have left in for- 
eign investments an aggregate amount of 
$9.580 billion exclusive of investments in 
the Far East and in Europe. This amount 
just above covers the Sterling balances 
plus direct foreign loans that comprise 
the obligations the British Government 
is owing to foreign countries. 

In 1938 Great Britain received an in- 
come from overseas investments of $800 
million. Due to repatriation and disposal 
of foreign investments, the amount will 
probably be reduced to less than half. If, 
on the other hand, the Sterling balances 
now carried free of interest should be in- 
vested in 3 per cent. British Government 
Bonds, the total annual net decline in 
British income from foreign investments 
may reach $500 to $550 million. To this 
decline must be added a loss in income 


from British shipping, which loss is esti- 
mated to amount to about $200 million 
annually. It is obvious that a shift of 
such magnitude in the income of an em- 
pire nation cannot be adjusted by ordi- 
nary economic remedies. As a first step, 
no doubt, the British government will 
continue the financial control of the Ster- 
ling balances held in London by foreign 
interests, to be subsequently followed by 
lending operations over a long period of 
time but as the interest service will in 
effect constitute a heavy burden on the 
British foreign trade for years to come, 
it is conceivable that some of the coun- 
tries that are direct beneficiaries of Brit- 
ish foreign trade may entirely remit these 
obligations, or at least a part thereof, pos- 
sibly in return for immediate trade and 
other economic advantages. At all events, 
the British financial problem will remain 
one of great magnitude. It is, however, 
capable of solution and should be solved 
by agg powcr in favor of Great 
Britain, if necessary, if the world is to see 
a return of normal conditions in the not 
too distant future. 


U. S. Postwar ROLE 


The United States will emerge from 
World War II as the chief creditor nation 
in the world. Due to its large domestic 
market it has never been as vitally de- 
pendent on foreign trade as most of the 
other countries. Expressed in percentages, 
the actual figures reveal that its foreign 
trade has been about 10 per cent. of its 
domestic commerce. Nevertheless, the to- 
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tal economy of the country has always 
been vitally affected by adverse factors 
in its foreign commerce and with the pos- 
sibility of recurrent unemployment vis- 
iting upon us at acritical time in the 
postwar period, it is very important that 
we explore with most diligent attention 
the large opportunities of our postwar 
foreign trade. As a world creditor nation, 
we will practically be in an unchallenged 
position, and our responsibilities in this 
creditor position to the rest of the world 
will be very great indeed. Our interest 
in a lasting world peace alone will be a 
compelling reason for our active pat- 
ticipation in the development of the te- 
sources of other foreign countries since 
only through such action will they be in 
a position to buy our products on the 
scale required to bring about a betterment 
in their lot and an increase in the general 
standard of living, not to mention the fa- 
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vorable effect such a course will have on 
our employment situations at home. 

Our exports in recent months on an 
annual basis have been running at ap- 
proximately $14 billion (exclusive of 
shipments to foreign countries by the 
Army and Navy for the use of the Armed 
Forces) of which about $2.8 billion rep- 
resent exports of civilian goods for cash 
and $11.2 billion lend-lease export. The 
transition period from war to peace seems 
at hand as the lend-lease shipments have 
remained stationary for some time and 
showed a decline during 1944, while ex- 
ports of civilian goods showed a gradual 
upward trend since the first quarter of 
1943. The lend-lease shipments will no 
doubt undergo a drastic decline at the end 
of the war in Europe, while the upward 
trend of cash trade will become more 
pronounced as the war draws to a con- 
clusion. 

Imports, on the other hand, have been 
running at peak figures, although they 
originated from areas which in prewar 
times supplied less than 60 per cent. of 
the total imports. in 1944 the total im- 
ports exceeded $4 billion, a figure which 
had not been reached since 1929. While 
obviously a good proportion of this 
amount represents imports due to war- 
time factors, recent imports from Latin 
America consisted largely of commodities 
of the prewar trade, such as, coffee, sugar, 
petroleum, oilseed, fruits, and vegetable 
oils which have been running at levels 
substantially higher than in pre-war pe- 
tiods. This is partially explained by the 
high level of industrial activity and the 
national income in the United States. It 
is conceivable, however, and even likely, 
that if the high level of production should 
continue in the United States, imports 
from Latin America will continue on a 
substantial level and possibly even exceed 
the present peak of $1.6 billion for the 
year 1944, 


POSTWAR FOREIGN TRADE 


What will be our foreign trade in the 
postwar em In the past the volume 
of our foreign trade has always been 
directly related to the total volume of 
our economic activities. Assuming there- 
fore that our industrial production will 
teach new peaks in the postwar period as 
it needs be if we are to attain the coveted 
goal of full employment, it follows that 
our foreign trade will also reach new peak 
levels. Our export trade, however, will, 
of necessity, be limited to the total sup- 
ply of dollars available to foreign coun- 
tries which are in turn made available 
through our imports from those countries, 
payment for services, and new foreign 
investments. As our exports in recent 
years have exceeded our imports, it may 
be assumed that the postwar period will 
hot alter this picture materially.. It is 
likely, however, that during the period 
between the end of the war in Europe 
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and the end of the war in the Pacific, the 
imports will rise in greater proportion to 
the exports, particularly the imports from 
Europe. 

While conditions after this war will 
be in many respects far different from 
the conditions after World War I, it is 
nevertheless significant that after World 
War I, overseas exports from Europe in 
the first two postwar years reached $5 
billion out of which $800 million were ex- 
pase to the United States. Exports under 
end-lease in this transition period after 
the end of the war in Europe arte esti- 
mated to be less than 14 of the present 
level of $11 billion for the year 1944. 

It is but logical to assume that the dol- 
lar exchange that will be supplied by these 
large imports in addition to the enormous 
dollar and gold resources of which they 
already dispose, our exports, particularly 
durable goods, will continue unusually 
large over a considerable time in the 
after-war period. 

For the distant future, however, the 
United States will have to assume its new 
role as the greatest creditor nation of 
the world by embarking on a compre- 
hensive sponsorship of the agricultural 
and industrial development of the many 
deserving nations throughout the world 
by means of foreign loans and invest- 
ments. Such a policy seems particularly 
well-advised if this country expects to 
sustain its great industrial capacity as ac- 
tually used in this war and thereby keep 
its factories employed and the standard 
of living on a high level. The notion in 
this country that exports supported by 
foreign loans and investments should be 
resorted to as a temporary measure only 
is erroneous, and has its explanation in 
the procedure followed after World War 
I, whereby we chose to finance our for- 
eign trade principally by means of short 
term loans which were called with dis- 
astrous results when the world depres- 
sion took place in the 30’s. This type of 
financing, in the light of past experience, 
appears particularly inappropriate and 
should be supplanted by the appropria- 
tion of long term loans or preferably ven- 
ture capital. 

In this connection the figures recently 
presented by Dr. August Maffry of the 
International Economics and _ Statistics 
Unit, Bureau of Foreign and Domestic 
Commerce, Washington, D. C., with re- 
spect to our foreign loans and investments 
in the postwar period after World War I 
are revealing. Contrary to the general be- 
lief that investments of the United States 
made since the last war were almost en- 
tirely lost, there was recorded a substan- 
tial net return of $10.3 billion out of 
these investments by the end of 1940. 
This result was achieved despite the great 
depression that took place in the 30’s. 

The process of industrialization of a 
country and the consequent rise of the 
standard of living of its nationals has no 
specific ceiling at any time and conse- 
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quently foreign investments made in that 
country may well continue indefinitely on 
a revolving basis to the benefit of both 
the creditor and debtor nation. Such op- 
erations, of course, presuppose stable 
political and economic conditions in the 
countries involved. Indeed it may well 
be anticipated that after the untold suf- 
ferings wreaked upon humanity in this 
Second War, we may look forward to a 
long period of peace and eventual eco- 
nomic stability. 

If a constructive well-directed foreign 
investment policy should be adopted by 
the United States, our country may well 
occupy, in the course of time, the pre- 
eminent position that Great Britain oc- 
cupied in the latter part of the 19th Cen- 
tury and the beginning of the 20th Cen- 
tury, which position, occupied with signal 
success, exercised a powerful influence 
in the direction of peace and stability 
that the world enjoyed in that era. 


RUSSIA IN THE FUTURE 


Since Russia is also destined to occupy 
a prominent position in the postwar pe- 
riod as one of the “Big Three’’ countries, 
a word may be said about her economy 
with regard to its relation to the rest of 
the world. 

It is estimated that prior to World War 
II Russia boasted a gold stock of at least 
$2 billion. The annual production of 
gold in that country has since proceeded 
at the rate of some $200 million per an- 
num, so that at present Russia may well 
have gold resources in excess of $3 bil- 
lion, a tidy sum indeed, but by no means 
sufficient to provide for the postwar re- 
construction and continued industrializa- 
tion requirements of the country. 

It must be remembered that the Rus- 
sian system of foreign trade in the pre- 
war period was an all-inclusive govern- 
ment monopoly and is likely to continue 
substantially on the same basis in the 
postwar period. Under this system the 
Russian imports were arranged in foreign 
currencies as the internal and external 
values of the Russian currency had been 
completely divorced. While the principal 
foreign nations with free enterprise sys- 
tems granted the Russians the “‘most fa- 
vored nation clause” in their respective 
trade agreements with Russia, the latter 
under its State monopoly could, of course, 
regulate its own imports according to the 
State’s requirements as a whole, regard- 
less of the operation of the Russian tar- 
iffs. As a result, the advantage that Rus- 
sia received under the most favored na- 
tion clause had to be offset by some other 
advantage conceded by Russia in return. 
This concession took the form of a quan- 
titative stipulation up to which Russia 
agreed to import goods under the specific 
trade agreements from its trading part- 
ners. 

Several trade agreements along these 
lines were completed in the pre-war pe- 

(Please turn to page 192) 








Government Creditors Asked to 


Certify Original Invoice Only 


It has been determined that approxi- 
mately 95 per cent. of the duplicate pay- 
ments made from public funds may be 
ascribed to the noncompliance of vendors 
with the procedure prescribed for the 
control of accounting relations between 
the Government and its creditors. 

It is to these creditors that this article 
primarily is addressed. The remedy is 
simple. Cooperative action, as herein- 
after indicated, should effect a complete 
cure. 

There has been noted a growing tend- 
ency on the part of firms having contrac- 
tual relations with the Government of 
the United States to submit to the depart- 
ment or agency concerned two or more 
separate sets of apparently original in- 
voices to support their claims for reim- 
bursement on account of material fur- 
nished or work performed under the 
terms of the contract. 

As a result of this procedure numerous 
duplicate payments ranging from small 
amounts to several hundred thousand dol- 
lars have been made by disbursing officers 
for the United States on vouchers certi- 
fied to by the administrative officer of the 
department or establishment concerned 
as representing a payment due the con- 
tractor for articles received in good condi- 
tion, after due inspection, and delivery 
prior to payment as required by law, or 
the services were performed as stated, 
thus completing the execution of a pub- 
lic document which appears to represent 
a valid claim against the Government. 
The facts often prove otherwise. 

In a recent survey made by the Gen- 
eral Accounting Office of some of the ac- 
counts under audit it was disclosed that 
duplicate payments totaling over two mil- 
lion dollars have been made by various 
disbursing officers. Even though these 
duplicate payments finally are detected by 
the accountable officers of the Govern- 
ment, or, are timely reported by the con- 
tractor or payee before detection by the 
Government, and refund of the overpay- 
ments is obtained, it is obvious that any 
procedure or practice under which it is 
possible to make duplicate payments of 
the number and in the amounts indicated 
by the survey, signally fails to adequately 
protect the interest of the United States 
Government. Also, the expense to the 
Government of making such payments 
and effecting refunds must be a consider- 
able sum, not to mention the expense and 
inconvenience occasioned payees by the 


By E. W. Bell 


necessary subsequent adjustment and 
changing of accounting records. 

It must be admitted that the presence 
of inadequate procedures in Government 
agencies in processing invoices for pay- 
ment to various contractors is in no small 
degree responsible for these erroneous 
payments, and the responsible administra- 
tive officers have been so advised and tfe- 
quested to take necessary remedial action 
with a view to reducing such payments to 
a minimum. 

However, the contractor who is, in 
fact, primarily responsible for existing 
conditions, may render the greatest serv- 
ice in the effort to entirely eliminate such 
payments, by adopting and strictly ad- 





Reader Interest 


In a letter recently received from 
Mr. Ed C. Hands, controller of Ben E. 
Keith Company, Fort Worth, Texas, 
the editors of “The Controller” were 
interested to receive word that fol- 
lowing publication of an item on 
page 465 of the November issue of 
“The Controller”, concerning the an- 
nual report of his company, Mr. 
Hands received 86 requests for copies 
of the report. It should be added 
that each of the requests was hon- 
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hering to the practice of submitting only 
one duly certified “original” invoice or 
bill for each payment claimed to be due 
for material furnished or work per- 
formed under the contract or agreement. 
When, as sometimes happens, an error 
has been made in preparing the invoice 
initially submitted and it is necessary to 
prepare a second set of invoices, the sec- 
ond “original” invoice should be plainly 
marked “corrected invoice” and appropri- 
ately identified with the erroneous invoice 
previously submitted to the department 


or agency of the Government responsi- 
ble for the processing of the invoice for 
payment. 

The standard Government accounting 
procedure requires that the original in- 
voice only should be certified. This pro- 
cedure, among other things, is intended 
as a safeguard against duplicate payments, 
In this connection the General Account. 
ing Office has, over a period of years, ad- 
dressed the heads of departments, inde- 
pendent establishments and others con- 
cerned regarding the care to be exercised 
by accountable officers of the Government 
in accepting original certified invoices 
only to support payments on the standard 
form of public vouchers prescribed for pur- 
chases and services other than personal. 

The potential danger to the interest of 
the United States of following a method 
other than that prescribed in the standard 
procedure was very definitely emphasized 
in regulations promulgated for the guid- 
ance of all concerned when it was stated 
therein that the vendor’s original bill or 
invoice when containing the executed 
certificate of the payee, constitutes the 
principal part of the voucher. Also, there 
is the ever present possibility that certi- 
fied copies of invoices might be im- 
properly used as the bases for claims 
against the United States (sections 3490 
and 5438, Revised Statutes) . 

Nevertheless, it has been revealed that 
frequently vendor's invoices are furnished 
in daplicae, triplicate, or even quadrupli- 
cate, on each copy of which the vendor 
has certified to the correctness thereof 
and that payment therefor has not been 
received. It is considered most important, 
therefore, to bring to the attention of all 
concerned, and that includes all who do 
business with the Government of the 
United States, that the vendor's cettifi- 
cate on any Government voucher or on 
an original invoice intended for attach- 
ing to a Government voucher must be 
signed in original only. 








“ONE ORIGINAL ONLY, PLEASE” 


Both the government and corporations can save time, effort and costs by fol- 
lowing the recommendations presented in this article by Mr. Bell, who is chief 
of the audit division, General Accounting Office, Washington, D. C. The problem 
is by no means a small one, for a recent list of 71 duplicate payments by the 
government to contractors and others, involved somewhat more than one and 
one-half million dollars. The individual claims ran from a low of approximately 
$1,400 to a high of more than $400,000. 


—THE EDITOR 
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Coordination of effort on the part of 
men and/or machines is a very difficult 
problem in present day organization and 
management. Mass production has been, 
and probably will be in the future, a 
greater factor for industrial control and 
management than any other known fac- 
tor. 
Even though personality and respon- 
sibility are important factors in guiding 
industrial methods, the methods used are 
sometimes of even greater importance. 
The men behind the organization will be 
called upon to answer the questions of 
management and the more the American 
worker gives to the “all-out” effort 
through the proper control and manage- 
ment of his organization, the greater will 
be the chance for victory. 

Management, as used in industry, has 
several meanings. It is applied broadly 
to the group which exercises control in 
a given plant and when so used includes 
owners, managers, and executives. It is 
also applied more specifically to the eco- 
nomic functions of control or to the 
activities and work done by the control- 
ling groups. The brains of any business is 
the organization and executive control. 
Scheduling of production, and the like, is 
but a detail of the executive control 
whereas the eyes of the executive are on 
cost systems and accounts which detail 
the scheduling and results thereof. It is 
a reality that chances must be taken and 
it is recommended, at the present time, 
that they be taken and discuss the results 
thereof when the proper time comes. 
Unity of action and unity of thought, 
even though not complete, should be sub- 
stantial and include all branches of the 
business. The object is to obtain and re- 
tain swift and positive execution of or- 
ders, 

The general policies of business must 
be altered during this emergency so that 
they constitute thought-organizations. The 
policy adopted by the federal govern- 
ment in choosing a head of the War Pro- 
duction Board with the power to make 
decisions regarding whole classes of 
questions with one stroke of the pen 
should be adopted by more business men, 
particularly in those organizations where 
there is an over-lapping of authority re- 
sulting in curtailment of production in 
war materials. 

The chief executive of the company 
should be capable of formulating the 
policies of planning, deciding where and 
how successive moves shall be made, fore- 


Techniques in Modern 
Managerial Control 


By Edward J. Gessner 


seeing conditions in the open markets, 
rising costs, price controls, controls in 
operations, and such. This calls for ex- 
perience, judgment, personality, intuition, 
analytical ability, tact. Action and energy 
are required today. 

While control is possible only when 
actual performance is compared with nor- 
mal performance, it is based on past ex- 
perience measured in future attainments. 
The standard adopted by many companies 
in which control is greatly facilitated by 
the adoption of the best method of pro- 
duction must be better during this emer- 
gency. Conditions have been altered and 
modified during the past few months, the 
government has entered the market for 
practically all materials and supplies with 
new methods of production, distribution 
and prices. You might ask how manage- 
ment is to orient itself with these changes 
—how can he produce and still maintain 
a profit? The answer lies in the cultiva- 
tion of ability, coordination of activities, 
contacts, management, organizing, pre- 
paring, and directing human effort ap- 
plied to control the forces and to utilize 
the materials of nature for the benefit of 
man. 


Organizing 

Organizing comprehends setting up of 
a manufacturing concern, choosing a site 
for the plant, selecting equipment, plan- 
ning the layout, arranging the major de- 
partments, securing and allotting operat- 
ing capital, determining the size and 
makeup of the executive staff—or, broadly 
setting up the enterprise. Problems of 
sales, purchasing, accounting, personnel 
and all other major activities must be sub- 
ject to the organization processes before 
an enterprise is ready to operate. Organi- 
zation and executive control are the brains 
of the business. 

The organizer, upon undertaking his 


task, finds certain proved organization 
forms in use. The committee, the line and 
staff and the functional organization are 
the most commonly used and these will 
be covered more fully in a later section 
of this paper. 

The essential element of organization 
is unity of purpose through persuasion, 
reasoning and leadership. Organization 
embraces action, harmony, and perform- 
ance by the executives, clerks, workmen 
and delivery men whose dominating pur- 
pose should be to explore, plan, imagine, 
visualize, standardize, and so on. 


Pre paring 

Preparing comprehends the conjunc- 
tion of those activities which might be 
brought together, in harmonious working 
order, that a business might function as 
a unit. There must be a relationship be- 
tween these activities before the plan be- 
comes effective. It involves the prepara- 
tion of labor, purchase, receiving and 
storage records, and those records which 
control production and determine cost. 

It involves the coordination of the 
basic elements of production, i.e. ma- 
chinery, material, men, management and 
money. All must be supplied and ac- 
counted for. The procurement or pur- 
chasing department supplies the material 
which is conserved and accounted for by 
the stores and the receiving departments. 
Machinery is usually procured by the same 
departments but controlled by the facili- 
ties or mechanical departments. 

The employment or personnel depart- 
ment supplies men but the training and 
welfare of employees are the functions of 
the Industrial Relations or Welfare De- 
partment. Money, of course, is required 
and many ways afe in use for obtaining 
it and conserving it when received. 

Management, although ‘consisting of 
the many functional divisions of a com- 
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TECHNIQUES AND PROFITS | 


The postwar business and financial world will find it highly important to re- 
view the practices and procedures of current and bygone years. The highest 
degree of efficiency will be necessary within each corporate organization if it 
is to meet the competitive tests that lie ahead. One of the means of developing 

| efficient methods is a thorough understanding of techniques in modern manager- 
| ial control which is the subject of this article by Mr. Gessner, who is comptroller 
of the Marine Division of Sperry Gyroscope Company, Inc., of Brooklyn, New 


—THE EDITOR 
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pany, is charged with the responsibility 
of obtaining and conserving all of the 
production elements. 


Directing 

Directing is the administrative function 
of management. It comprehends the exe- 
cution or carrying out of the objects for 
which the enterprise is organized and 
for which its various activities are coordi- 
nated. It initiates work in the factory, 
makes sure that the personnel is properly 
trained and cared for and settles all cur- 
rent day to day problems. The division of 
duties, system of communications, train- 
ing, and such are involved in preparing 
a plant for production. In short, direct- 
ing involves the relationship of men, ma- 
terials and equipment so that produc- 
tion might be initiated and maintained. 

Direction should include inspection 
which is the final basis for payment of 
the order. The unity of will and under- 
standing are vital parts of inspection. 
Proper directing of activities and super- 
vision will result in economies in inspec- 
tion while still maintaining adequate con- 
trol of production. 


Development of Management 

Management developed from the prin- 
ciples of modern industry. Inventions and 
the application of labor-saving machinery 
brought about mass production which re- 
quires mass financing and, finally, mass 
management. 

The status of industrial management 
is: 

Systematic use of experience 


Economic control of effort 
Promotion of personal effectiveness 


Types of Organization 
There is science and art in organiza- 
tion. It is impersonal or solely as to scope, 
limits and relations of functions; and, it 
is personal as to entrusting different kinds 
of mental and manual activity to the right 
persons and supervising their coordina- 
tion. The former has a scientific basis and 
has a bearing on accounting principles 
and practices. The latter is an art only. 
Various arrangements and _inter-rela- 
tions of functions involved have led to 
recognized types of organizations. These 
may be found in any of the principal 
activities as purchasing, selling, engineer- 
ing, production and others. 
The common types of organizations 
are: 
Military or line organization 
Functional organization 
Line and staff organization 
Committee organization 


Military or Line Organization 

This is the oldest and most natural 
form. It is based on the essential need of 
discipline where work and large numbers 
of persons, and/or both, must be directed 
towards a common objective. Its proto- 
type is the military organization of the 
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past. Lines of authority and instruction 
are all vertical from the superiors to the 
subordinates, extending from the general 
manager to the most common worker as 
shown or practiced by our most efficient 
manufacturing concerns. 

Duties and responsibilities may be 
deputized from the general manager to 
the superintendent, and from the superin- 
tendent to the foreman. No foreman shall 
exercise any authority over, or give in- 
structions to, any other foreman. No 
workman owes a duty to, or is held re- 
sponsible by, any foreman except the one 
immediately over him. Subdivisions of 
functions are such that the mental and 
manual labor required of men on the same 
organization level is approximately the 
same. The mental work of administra- 
tion is reserved to those in higher author- 
ity, simple duties being delegated to those 
subordinates under them. 

The advantages of this-type of organi- 
zation are simplicity, clear definition of 
duties and responsibilities and ease of se- 
curing discipline. The disadvantages are 
the difficulties in large or complex opera- 
tions or undertakings, overloading a few 
men with duties and _ responsibilities, 
tendency to perpetuate inefficient meth- 
ods, tendency to place too much undue 
reliance upon skill and personal know!- 
edge of workmen, and danger of disaster 
if a strong executive is lost. 


Functional Organization 

Functional organization was developed 
to make the greatest use of expert knowl- 
edge and advice. The mental and manual 
work is subdivided and deputized for a 
producing organization needing both 
chemical and engineering counsel. It is 
divided so that the chemist gives advice 
on chemical matters, the engineer advis- 
ing on engineering matters and so on. 
The lines of authority and instruction 
pass from each adviser to every func- 
tional foreman, and then to every work- 
man. 

The advantages of this type of an or- 
ganization are listed as a separation of 
mental and manual labor as to functions 
to be performed, maximum of expert ad- 
vice and direction, minimum of func- 
tions assigned to any one person and the 
tendency toward high individual effi- 
ciency. 

The disadvantages are somewhat weak 
as they involve the principles of weak 
discipline, difficulty of coordination of 
many separated functions and last, but 
not least, the tendency to produce narrow 
specialists among the executives and auto- 
matons among the workers. 


Line and Staff Organization 

This type of organization combines the 
features of both the military and func- 
tional divisions into sales, engineering, 
manufacturing and finance. The supervis- 
ing heads of these departments are equal 


in authority. Each one has a certain sched. 
uled line of duties and responsibilities, 
and performs certain advisory or staff 
functions. Such procedure designates au- 
thority from treasurer and chief engineer, 
for example, to the factory superintend- 
ent. Under the superintendent are func. 
tionalized several departments, while the 
tool designer, order clerk and chief in. 
spector give advice to the shop foreman, 
The lines of authority and responsibility 
are vertical, from the line of executives 
having the least complex duties and 
spread from staff advisor to line execu. 
tive wherever expert knowledge and 
counsel are needed. 


It is characteristic of all effective or- 
ganizations, that the responsibility focuses 
in a single man. In the strict and unmodi- 
fied line organization, each subordinate 
is solely responsible to his immediate su- 
perior and in turn takes the sole authority 
over the men immediately under his com. 
mand. 


In practice, there are various shortcuts 
which can be used to expedite business, 
without destroying that principle of sole 
authority on which the organization rests, 
The chief executive often delegates a 
limited authority in general terms, so 
that a subordinate is authorized in cer- 
tain matters to represent the head. 

Also in many informal matters of con- 
sultation, the direct channel from one 
man to another is taken without too great 
insistence on formality. This is not con- 
sidered good organization as it tends to 
undermine authority. The amount of 
work to be delegated by executives to 
each individual should be determined by 
the capacity, time and strength of that 
individual. In distributing authority in the 
organization, it is important that there be 
neither gaps nor overlaps in authority. 

The advantages are numerous, forming 
a combination of the advantages noted in 
the military and functional organizations. 
The disadvantages are minimized and of 
no value. 


Commuttee Organization 


The committee type of organization is 
the modified line and staff type where the 
advisory functions are performed by com- 
mittees. 

As the division of labor is extended, it 
becomes increasingly necessary to provide 
ways and means of securing the most 
from within the organization. Each man’s 
duties and responsibilities should -be 
clearly defined and inseparable. 


An organization chart should be estab- 
lished and leave no doubts as to the 
duties. As new men and new lines are 
added to the company, some one in au- 
thority should have the extreme respon- 
sibility to set up adjusted charts of duties 
and responsibilities. 

A manager should be made, by means 
of the chart, to define his organization 1n 
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a clear manner. Every concern, regardless 
of size, should be constructed on some 
simple program and outline. Some or- 
ganizations resort to “orders,” or written 
instructions in outlining the duties of the 
men on a job, ordering material, shipping 
orders, etc. It tells the men what is to be 
done, and all the other information neces- 
sary to do the job. 

The term “return” has also come into 
use in advising the managers what has 
been done and fixes responsibility. All 
“orders” and “returns” should have some 
definite path by which they pass from 
department to department. In any event, 
your system should be devised to elimi- 
nate all the ‘‘red tape” of your factory. 

A factory committee can very intelli- 
gently solve problems of the men as to 
factory efficiency, design, and numerous 
other factory problems. All questions and 
suggestions should be studied and ad- 
justed where necessary. Meetings should 
be held regularly and all problems set- 
tled then. 

During the past few months there has 
been coming to the front of management 
and labor a new type of committee known 
as the “Labor-Management Committee.” 
Workers are requested to offer sugges- 
tions for ways and means of stepping up 
production, eliminating waste, cost con- 
trols, etc. Even though it took the present 
emergency to bring these conditions to 
the attention of the general public, this 
form of committee, in one form or an- 
other, has in many organizations been 
operating for many years. 


Production Control 


Production contrel centers in the office 
of the general manager of the business. 
The whole organization might be planned 
from one form or another. Control really 
involves various elements of production, 
namely: design, material, supervision, 
time and cost. 

1. Design involves the making of pat- 
terns, sketches, etc., from which the final 
product is derived. The final inspection 
of the finished product might be classi- 
fied as part of this form of control. A 
standardized design should be given con- 
sideration of management. If you stand- 
ardize your material and product, you 
will be surprised at the results in time 
and money which is vitally important 
today. 

If a product is to be made according 
to carefully drawn specifications, they 
should be fully completed before produc- 
tion begins as a slight mistake on them 
might result in heavy losses. Do not un- 
dertake the assignment if you do not fully 
understand your obligations. 

Keep in close contact with your engi- 
heering department and the government 
agencies so that a well-defined method of 
construction can be adopted and _fol- 
lowed. Specifications and bills of ma- 
terials should be worked out from these 
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plans, which should include the proce- 
dures of construction. In addition, it is 
well to have your employees understand 
the specifications and blueprints so that 
all functions will be coordinated and 
properly planned. There should be no 
red tape in designing and planning. 

2. Material control cannot be over- 
emphasized. Upon it depends production 
and orderly planning and handling of 
the entire factory operation. The charac- 
teristics of good material control are: 
buying, storing, recording and salvaging. 
By having a large quantity of unused ma- 
terial in stock we tie up a large amount 
of otherwise usable capital. 

Our buying department should, unless 
market conditions are satisfactory for 
mass purchasing, work with the idea of 
keeping the smallest possible balance of 
the usable material in stock. Having a 
minimum quantity of each class of ma- 
terial is not the only thing to be given 
consideration we should have at all times 
a minimum of all classes of material that 
is to be used in production. Sometimes 
the cost of storage might have a bearing 
on buying requirements. 

Fundamentally, as well as practicability, 
any material department should be made 
the responsibility of one officer. He 
should have authority over all purchasing, 
stores receiving and possibly salvaging. 
The accounting and records pertaining to 
stores and receiving, however, should be 
centralized in the accounting or cost de- 
partment, but the work should be done in 
harmony with the purchasing department. 

The real purposes of material control 
are: 

1. To keep the right quantity and qualit) 
of all materials on hand at all times. 

2. To care for and conserve all materials 
awaiting use. 

3. To determine requirements for mate- 
rials and supplies used in production 
and factory operations. 

4. To secure cost figures, all inclusive, 
of all materials and supplies used in 
production and factory operations. 

5. To furnish at any and all times cer- 
tain records as to quantities of mate- 
rials on hand, on order, assigned, 
utilized, needed for stock, needed for 
production, and numerous other needs 
or requirements. 

6. To determine the vaiue of the ma- 
terial inventories. 


The classification of material control, 
as well as other basic controls necessary 
in a large business, is essential in a small 
business. Much less machinery is required 
to obtain the same objective. The plan- 
ning boards, records and systems of all 
kinds are necessary only when human per- 
ceptions and memories cannot be relied 
upon and are, of course, unnecessary in 
the small company. A simple scheduling 
plan controls the jobs, personal element 
enters into the system of material control, 
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production, orders, etc. which are con- 
sidered a human undertaking in the 
smaller company. 

The above records might be grouped 
under general records such as: receiving 
records, stores records, working-process 
records, and inspection (quality control) 
records. 


Receiving Records 

Materials used in manufacturing today 
vary so widely in quality and require- 
ments and involve so many problems that 
it is often necessary to classify and define 
them before they can be intelligently dis- 
cussed. 

Stores of materials are usually divided 
into ‘Raw Materials, Stores and Sal- 
vaged (scrap) inventories.” The raw 
materials inventories represent all ma- 
terials which have not been processed in 
the production plans and represents the 
majority or the greater part of a plant’s 
inventory. Stores inventory represents the 
material which, generally speaking, does 
not go directly into the product but is 
necessary in its manufacturing. Scrap rep- 
resents all material having no further use 
in the plant itself but is assigned for rec- 
lamation or sale. 

The foregoing is mentioned at this 
point for the purpose of clarifying ma- 
terial purchases. A section of stores and 
records is discussed later. 

It is desirable to control the purchasing 
functions and purchases of the business 
when necessary for production. The quan- 
tity of material carried in stock, transpor- 
tation facilities, conditions of markets, 
prices, seasonal requirements, and the 
like, are all important factors which must 
be considered when ordering material for 
manufacture ar for stores. Once the con- 
trol of purchases has been established, it 
is important that all goods ordered be re- 
ceived in time or follow-up instituted to 
secure the material in the quickest and 
cheapest way. This last statement is par- 
ticularly vital today with transportation 
facilities being called upon for so much 
additional traffic, mass movements of 
troops and materials, curtailments in the 
building of railroad and ship carriers, and 
such. 

The accounting department, however, 
must make sure goods are received before 
invoices are paid, unless the invoices are 
subject to discount for prompt payment. 
In such cases, payment should be made 
with reservation as to correction pending 
the arrival and acknowledgement of re- 
ceipt of the material. 

Once the control of purchases has been 
established, it is necessary that all goods 
ordered should be received in time for 
use in the machining or assembly of the 
product. 

The procedure for receiving goods will 
support the receiving records, depending 
somewhat upon the size of the plant and 
the length of time required to complete 
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the receiving routine. The receiving de- 
partment of large plants lists all parcels 
or goods as received, making use of du- 
plicate forms. This form serves as a noti- 
fication to the purchasing department that 
certain materials were received and also 
to cover certain inspection reports as re- 
quired. The report should show the 
names of the transportation company and 
consignor, address of consignor ; the num- 
ber of pieces ordered, received and back- 
ordered; purchase order number; receiv- 
ing date; and how many packages or 
bundles were received. Some concerns re- 
quire the inspector's report to accom- 
pany the receiving report. 

The operating department will dele- 
gate the responsibility for receiving all 
material in the plant to the stores superin- 
tendent or operating superintendent. The 
accounting executive will state that this 
responsibility rests with the accounting 
department and the receiving clerk is re- 
sponsible to the local accounting depart- 
ment chief. Be that as it may, the respon- 
sibility rests at the local plant and once 
established and properly controlled, it 
should not be subject to over-lapping au- 
thority. There is no doubt that the re- 
ceiving of material will be greatly speeded 
up if the clerical work is efficiently han- 
dled, and the proper control over receiv- 
ing and receiving records must be exer- 
cised by the management regardless of 
the responsibility. 


Stores and Records 
The primary function of the stores de- 

partment is the handling and storing of 

material. All material in stores should be 
under the jurisdiction of some authorized 
employee. The employee chosen should 
have a certain type of hard-boiled nature 
to make him insist on the correct proce- 
dures for handling stores and its related 
records. He should insist on systematic 
control or method and then insist that the 
practices be maintained. He should co- 
operate with the purchasing agent and the 
chief accountant at all times. 

The characteristics of stores records are: 

1) The stores records should be placed 
within the production organization under 
the control of the material section or de- 

partment. It should be in charge of a 

competent clerical employee who knows 

and realizes the importance of accurate 
records. 

2) It should produce such an analysis 
as: 

a) The description of the material. 

b) The factory requirements for each type 
and class of material. 

c) The quantities on hand, on order, al- 
lotted, or assigned to production. 

d) The quantities to be ordered when re- 
quired to adjust the minimum or maxi- 
mum requirements of purchase or pro- 
duction. 

e) The unit prices of each item for pricing 
requisitions. 

f) The quantity consumed during any given 

period. 
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g) The value of the material in stock. 


3) The department should be regu- 
lated as: 


a) Having on hand, when needed, all ma- 
terial as required. The stores supervisor 
should be constantly in close touch with 
the production manager and the purchas- 
ing agent on this point. 

b) Control in the conservation of all non- 
standard material. 

c) To dispose of all material not required 
for production or sale. 

d) To safeguard all material not issued to 
some special order. 

e) To be able to read specifications as to 
quantity, quality, type, etc. of material 
needed for production. 


W ork-In-Process Records 

The records of work-in-process are 
more numerous and complex than those 
of stores and depend somewhat upon the 
nature of the product, manufacturing 
processes involved, the volume of prod- 
ucts handled, and the particular system of 
control adopted. 

It is advisable to touch upon a system 
for handling such a record. A layout 
chart, so to speak, should be used for 
planning production and should, if pos- 
sible, be very elaborate. When an order 
is received, a list of operations through 
which the material must pass, towards 
production, is secured. The first opera- 
tion is laid out on the chart opposite the 
machine to be used by means of an angle 
to the right telling when the job is to be 
started. An angle to the left will indicate 
when the job is to be completed. A 
straight line connecting the two angles 
will indicate the total time scheduled for 
the order. A heavy line indicates the com- 
pletion of the job. 


Inspection Records 

Quality control is as important as quan- 
tity control. A successful product must be 
useful and marketable; i.e.—it must pos- 
sess characteristics different from those 
associated with mere numbers or volume. 
In practice, standards of quality are set 
up and then maintained by some form of 
examination or inspection. 

The receiving clerk has to. exercise 
some degree of tactfulness in inspection 
provided there is no separate inspection 
department. Any minor defect may not 
entirely eliminate the material. If any 
doubt exists as to quality, the production 
manager should have some say regarding 
its acceptance or rejection. 

Perhaps the demand for the quick re- 
ceipt of material may hold back the 
proper inspection requirements. In any 
event, material should be inspected as soon 
as possible so that, if rejection results, the 
rejected items can be returned to the con- 
signors or authority received from the 
consignor to rework or repair the dam- 
ages. 


Time Control 
Time control involves the control for 


scheduling production to customers’ 
needs. If the product is a standard one, 
you need not worry about supply and de. 
mand ratios but if a special product js 
manufactured the factory sdades must 
be adjusted, if already prepared, to meet 
the demands of the customers. In pte- 
paring time schedules, however, you 
should provide the shop workers with 
uninterrupted work but at the same time 
meeting all the requirements of good 
management control. No employee should 
be made to wait for work. 

It might happen that you have too 
much material on the bench or in stock 
that is partly completed but is not in 
demand at present. The company’s capital 
has been tied up on this sort of uncon- 
trolled work that might never be used in 
the final stages of production. In all 
cases, the production department should 
be instructed that the loss of material te. 
sults in loss of cash and a systematic con- 
trol over production should be adopted 
and adhered to. 


Cost Control 

The cost control of a factory is a very 
important item of management. A good 
cost department is a very good invest- 
ment. The final result of a business en- 
terprise is profit and to produce a tea- 
sonable profit each process, operation, 
plan and policy should be operated at 
a profit. This is particularly desired under 
the rights or privileges enjoyed through 
renegotiation and termination of con- 
tracts. 

The plant management should be as 
interested in costs and cost summaries as 
the executives of the company and they 
should be instructed in the art of reading 
and understanding cost statements. 

However, to fully and properly under- 
stand the meaning of cost, the reader 
must know what is cost and what is cost 
accounting. 


Equipment Control 

This subject includes primarily equip- 
ment rates and how determined. Machine 
rates are determined from the application 
of the manufacturing expense to work 
performed on the basis of the production 
time required on machines on which work 
is performed. 

The principles of determining machine 
rates are simple and concise. It involves 
the determining at the offset, the charges 
for power used, depreciation, mainte- 
nance and investment (if used) and then 
dividing these by a factor representing 4 
reasonable number of hours which ma- 
chines are expected to operate. The factor 
which is usually called the pre-determined 
rate should be approximately 80 per cent. 
or 85 per cent. of the total possible hours. 
Thereafter, for each month, actual power, 
depreciation and. maintenance charges 
will be known. Their total, with addition 
of the investment charge, if used, should 
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be divided by the hours which the ma- 
chines actually operate to determine the 
monthly cost per hour of operation. 

Idle equipment time should be -deter- 
mined by means of charts to show the 
detailed idleness of machines and equip- 
ment. One method commonly used is the 
Gantt Machine Record charts which shows 
the use and availability of machines and 
if not in use the reasons for idleness. The 
principal causes of idleness, which varies 
on different kinds of work are as follows: 


a) Waiting for set up 
b) Lack of operator 
c) Lack of material 
d) Lack of power 

e) Lack of tools 

f) Repairs 

g) Holidays 

h) Lack of orders 


Each of these causes should be analyzed 
and all costs pertaining thereto should be 
adjusted in accordance with the idleness 
of the machines. 

Equipment Maintenance records are 
very important records for determining 
the responsibility for idleness of machin- 
ety and equipment because of the un- 
systematic method of overhauling and 
maintenance that may be in use. Respon- 
sibility for initiating such maintenance is 
one of the important functions of the 
planning department. For proper execu- 
tion, three things must be established: 

a) Standards for maintenance 
b) Instruction cards for inspection reports 
and for overhauling 


c) A tickler as a mechanical aid to show 
when the work must be completed. 


Setting up standards is the responsi- 
bility of the engineering department. In- 
struction cards should be prepared from 
these standards and should be of the same 
form as used for regular production jobs. 
Notices to initiate maintenance work 
should be placed in the tickler in advance, 
to come out at proper intervals through- 
out the year for inspection of each part 
of equipment, and for examination and 
repairs, at stipulated intervals, of all parts 
of machinery and equipment. 

A very important factor of equipment 
control is depreciation, i.e., loss arising 
from the wear and tear of equipment, 
and such. Depreciation is probably one 
of the most widely disputed accounting 
subjects. The accounting profession can- 
not agree on the subject aside from the 
arguments constantly arising in the engi- 
neering fields. An equipment record 
should be adopted for each machine, etc. 
showing cost, depreciation rate, depre- 
ciation amount, date of purchase, esti- 
mated life, serial numbers, vendor from 
whom purchased, additions and scrap 
values. These factors are very important 
today because of the pressure placed on 
machines resulting in excess usage and in 
Many cases the machines are operating 
around the clock, requirements under the 
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regulations covering “Certificates of Ne- 
cessity,”” and so on. 


Labor Control 
Labor control provides information as 
follows: 


a) To the payroll department as to time 
worked and amount of work done. 

b) To the cost department for the amount 
of direct labor to be charged to jobs or 
operations and, the amount of overhead 
to be charged by means of machine rates 
or labor rates. 


The prime functions of labor control 
are as follows: 


a) To know who worked 

b) To know when they worked 

c) To know what type of work was per- 
formed 

d) To know the employees’ 
amounts to employees. 


rates and 


It is not practical to comment on the 
various systems that can be adopted for 
recording and reporting time but the 
principal thing is to maintain proper con- 
trol over the payroll regardless of the 
system in use. 


Operation Analysis 

An analysis of office and shop opera- 
tions should be made for several pur- 
poses, the most important being to se- 
cure information as follows: 


a) Rate Setting. 

b) Improve processes or operation of job. 

c) Improve quality of product. 

d) Check production in case a standard 
time or rate is not equalled. 

e) Determine personnel factors necessary 
to do a job. 


There are generally three methods of 
analysis: 
a) Time study. 
b) Motion study. 
c) Job analysis 


Time studies are used to secure infor- 
mation to establish standard time, set 
rates, improve production operation and 
check production. Time study is the 
method of measuring, dealing primarily 
with the element of time. Its principal 
objectives are (a) determination of pos- 
sible improvements in equipment and 
performance; (b) possibilities of im- 
provements in processes or methods of 
performing work; and (c) determining 
the amount of time for satisfactory and 
effective operation. 

Motion studies provide information to 
record methods and establish standard 
times. It is sometimes referred to ‘the 
one best wey.” The method records the 
surrounding conditions of work, ma- 
chines and operations simultaneously with 
time. 

Job analysis provides information as to 
human content of the job, and in setting 
occupational rates. It is applied to several 
forms of study but is generally used to 
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bring out the desirable qualifications of 
employees and the nature and conditions 
of work for a particular job or task. 
After a standard time or rate has been 
set from a time study, it sometimes hap- 
pens that the operators are unable to 
equal the time or rates set. Failure may 
be due to several reasons such as: im- 
proper material, improper equipment, 
machine trouble, tool trouble, lack of 
skill, etc. Studies conducted to determine 
the causes of such failures are known as 
Production Studies. Jobs are observed for 
a long period of time to determine time 
taken, interruptions, delays, and if stand- 
ards are out of line they are adjusted. 


Rate-Setting 

Rates broadly cover units for wage pay- 
ment, that is, rate per hour, per day, or 
per piece, or wage payment plan used in 
paying wage earnings. As the wage pay- 
ment plan is usually fixed for a long pe- 
riod of time, the term rate of the opera- 
tion is applied narrowly to the wage rate 
for a particular worker, or to the piece 
rate for a particular part. 

Many rates are set from old time study 
data, which have been worked up to give 
unit times. This situation is particularly 
true with machine shop work. 

Standard times as used in rate-setting 
are the sum of the selected unit times 
based on time study observations and cer- 
tain allowances. Allowances should be 
made for fatigue and variation, for un- 
avoidable delays, machine delays, and, if 
necessary, for personal delays. 


Production Delays 


Idleness of employees (usually referred 
to as “‘absenteeism’’) is usually the result 
of one of the fallowing: 


a). Absence (turnover) 

b) Apprentice operator 

c) Lack of instructions 

d) Slow operation of operator 
e) Lack of material 

f) Maintenance requirements 
g) Tool shortages 

h) Holidays 

i) Unavoilable delays 


Absence, meaning the lack of ambition 
to work on the employees’ part. If en- 
countered to any extent, the employee 
should be reprimanded and if practiced 
greatly a new employee should be placed 
in the position. Labor turnover is even 
worse than absence as it tends to disrupt 
production, personnel and the organiza- 
tion in general. During the emergency, 
the situation is somewhat controlled 
through the regulations of the War Man- 
power Commission which is self-explana- 
tory. 

Apprentice operators are quite common 
but very essential and sometimes neces- 
sary. Every man at some period in his 
life must be taught something about his 
job or chosen profession. Such training, 
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if properly handled, should ultimately re- 
sult in a profit to the company. 

Lack of instructions, or poor production 
planning, is a serious cause of idle time. 
Responsibility for such Jack of instructions 
should be fixed and if the fault rests with 
the plant management the cost should be 
borne as a direct cost but if it rests with 
outside interests the time will bear an in- 
direct function. Basic standard costs will 
reveal these weaknesses if they are prop- 
erly controlled. 

Slow operation on the part of opera- 
tors might cause idle time and loss of 
production. The classification of the 
wage-payment plans might change the 
methods of operation for the job and the 
operator may be slower than the allotted 
time as the base pay will be the same 
regatdless of production, but, if paid by 
a piece-work basis or bonus plan there 
will be noticeable increases in production. 
In any event, slowness or shut-downs 
should never be tolerated. 

Lack of materials is a serious offense. 
The mode of purchasing should be ex- 
amined. Is the stores department func- 
tioning properly? Do you have expediters 
on the job who follow-up vendors and 
shipments? If the production order is 
quite large, it is recommended that an 
inventory of the necessary parts be taken 
before the actual production work begins. 
This is bound to save time during those 
final vital days. The production depart- 
ment, as well as the accounting depart- 
ment; should be interested in having ma- 
terial available or on order for delivery 
&s required in production. Proper proce- 
dures for ordering raw materials, parts, 
etc., in advance of production with de- 
livery schedules being given to the 
vendors in line with production require- 
ments covering completed products. No 
unusual periods of time between the re- 
ceipt of the customer's order and the 
receipt of material should be tolerated. 
Of course, during these periods, the or- 
ders are subject to the Controlled Ma- 
terials Plan, Allocations, and such, which, 
if properly handled, can assist produc- 
tion rather than harm it. 

Maintenance and repairs is a neces- 
sary element of idle time. Immediate re- 
pairs should be made without any undue 
loss of time to the machines and to the 
men responsible for the operation of the 
machines. Spare machines are hard to se- 
cure today with unusually high priorities 
but if the men give sufficient attention to 
the machines during its operations and 
keep them in first class condition while 
not operating, the costs of repairs as well 
as idleness will be materially reduced. 

Tool shortages as well as lack of 
proper tools is subject to much criticism 
today. Tools may be kept under an inven- 
tory procedure or be subject to loose care 
Tools are being shipped to many vendors 
by those companies having contracts so 
that production can be kept to a maxi- 
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Do You Wish to Sell Your Copy 
of “Controllership?” 


Because all available copies of The In- 
stitute’s publication, ‘Controllership: 
Its Function and Techniques” by John 
MacDonald, have been sold, the Con- 
trollers Institute of America is interested 
in purchasing copies from individuals 
willing to sell them in order that it may 
meet continuing requests for the publi- 
cation. 

Copies of the book should be in good 
condition and will be repurchased by 
The Institute at $2.00, the original pub- 
lication price. 

Please send the book direct to: Con- 
trollers Institute of America, 1 East 42 
Street, New York, 17, N. Y. 











mum and in many cases no suitable rec- 
ord is maintained of them. Many con- 
cerns charge tools to equipment, some to 
inventory and many charge them directly 
to plant expense. The government has in 
many cases allowed contractors to pur- 
chase tools for use in production, the 
cost of which are chargeable to the cost of 
performing under the contract. In some 
cases, these tools become the property of 
the Government and in others the tools 
become the property of the contractor 
but, in any event, the contractor is 
charged with the responsibility of ac- 
counting for the tools subject to ordinary 
wear and tear. 

The subject of holidays as we formerly 


knew holidays meant time off for enjoy- 
ment. But we have a war to win and on 
many occasions we have had to forego 
those days of enjoyment. Many organi- 
zations pay employees for the holidays 
counting the day as worked in calculating 
overtime for the period in excess of 40 
hours and for the seventh day worked, 
In event you are one of those employees 
who have given up your enjoyment for 
more production you can readily under. 
stand the reason for placing the respon- 
sibility for good production but if those 
holidays have a direct effect on the pro- 
duction of your plant, you should con. 
sider the effect on the morale of the men 
in the services. 

There are certain delays due to neces- 
sary motions which occur irregularly dur- 
ing the performance of a job in one or 
more cycles in which work is analyzed, 
which usually manifest themselves in time 
study. Long periods of observations must 
be made so that the observer may be cer- 
tain that every class of interruption is 
given consideration. These interruptions 
usually are changing from one job to an- 
other, awaiting instructions, working con- 
ditions around machines, inspection te- 
quirements, etc. Arbitrary allowances 
must be added to any calculations made 
for performance. Personal allowances 
must also be considered as in some cases 
of production and automatic work of an 
intensive nature, such allowances are of 
importance. 


U. S. Must Develop Policies on 


“America does not have a fully developed 
national aviation policy,” it was stated by 
Colonel J. Carroll Cone, assistant vice-presi- 
dent, Pan American World Airways, at the 
annual meeting of The Controllers Institute 
of America recently held in Chicago. 

“There are more than a score of sovereign 
states,’ Colonel Cone said, “that have inter- 
national air service, and there are more than 
100 companies and individuals in the United 
States which have applied to the Civil Aero- 
nautics Board for authority to operate Ameri- 
can-flag international air services. But as com- 
plex as the subject is, it revolves around two 
basic issues, the first of which is ‘sovereignty 
of air space’ as opposed to ‘freedom of the air.’ 

“In its strictest application, ‘freedom of the 
air’ would mean that any airplanes, of what- 
ever nationality or whatever degree of air- 
worthiness, and piloted by anyone with any 
degree of training, would be eligible to fly at 
will through the air space over any country. Of 
course, there are lesser degrees of this con- 
cept. 

“It has been suggested, not that we adopt 
complete ‘freedom of the air’ but an adul- 
terated version called ‘right of innocent pas- 
sage.’ Under this doctrine, our aircraft would 
be entitled to freedom of passage over any 
country in the world in order to reach a 
destination beyond, but without the right to 
discharge or take aboard passengers, mail or 
cargo. Foreign aircraft would enjoy a similar 
privilege in our country. 

“But ‘freedom of the air’ or ‘innocent pas- 
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sage’ have no utility for the United States. We 
can fly directly to Newfoundland, Greenland, 
Iceland, Ireland, Scandinavian countries, Eng- 
land, France, Spain, Portugal or Africa. We 
can go direct to any of these countries with- 
out flying over any intervening territory. What 
we do need from England and other countries 
mentioned is the right of ‘commercial entty,’ 
but that is not facilitated by ‘innocent passage.’ 
We can also fly westward to all the Pacific 
area and Siberia without having to ask for any 
‘innocent passage.’ 

“But foreign countries are differently situ- 
ated. If England, for instance, wanted to fly 
from London westward and southward to 
Australia, ‘innocent passage’ across the United 
States would be helpful to England. Their 
planes could by-pass the United States and 
go through Canada, but at the edge of the 
Pacific they would be stopped—because their 
next stop necessarily would be Honolulu. 

“In other words, by agreeing to ‘innocent 
passage’ the United States would simply throw 
away the advantage of geographic location, 
and convert it into an advantage for our 
competitors. These other countries are going 
to operate international air services after the 
war. They will operate good services, and the 
operations will be of benefit and value to 
world trade in general. But the appropriate 
basis for them is not ‘innocent passage.’ It 
is a basis founded on sovereignty of air space, 
to which the nations of the world now sub- 
scribe, and the negotiation of commercial fly- 
ing rights.” 
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Doni try tt this way [ 


N.W. AYER @ SON 


A sleight-of-hand per- 
former’s dexterity may 
amaze you. But magic 
doesn’t qualify him for deal- 
ing with your payroll checks. 

If you want a payroll 
method ,that will— 


Reduce the number of payroll 
operations required 


Speed up the time it takes to 
make out checks and get them 
into your employees’ hands 


Cut down the cost per check 


Simply call your nearest 
Comptometer Co. represen- 
tative and ask for details on 
the Comptometer Check- 
and-Payroll Plan. He'll be 





glad to explain this efficient 
and economical method 
without obligation. 


The Comptometer, made 
only by Felt & Tarrant 
Manufacturing Co., 1734 
N. Paulina St., Chicago 22; 
Illinois, is sold exclusively 
by the Comptometer Co. 


COMPTOMETER ADDING-CALCULATING MACHINES AND METHODS 


REG. U.S. PAT. OFF 
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Trustees of Controllership Foundation Named | 











In addition to the 14 trustees 
pictured on this page, James C. 
Anderson of Standard Oil Com- 
pany (New Jersey), whose pic- 
ture was not available as this 
issue went to press, was named 
as a trustee of the Controller- 


ship Foundation. 





—— — HERBERT P. BUETOW E. W. BurBotr THOMAS W. DINLOCKER 
Minnesota Mining & Mfg. Co., St. Paul A. B. Dick Company, Chicago S K F Industries, Inc., Philadelphia 








J. A. DONALDSON STANLEY W. DUHIG VERL L. ELLiotr DANIEL J. HENNESSY 
Butler Bros., Chicago Shell Union Oil Corp., N. Y. C. Atlantic Refining Co., Philadelphia L. I. Lighting Co., Mineola, N. Y. 


* 





FRANK L. KING Oscar N. LInDAHL L. D. McDoNALD 
The California Bank, Los Angeles Carnegie-IIl. Steel Corp., Pittsburgh The Warner & Swasey Co., Cleveland 





JOHN C. NAyYLor PAUL J. URQUHART C. J. VAN NIEL Ross G. WALKER 
Pet Milk Company, St. Louis Aluminum Co. of America, Pittsburgh Eastman Kodak Co., Rochester Harvard Univ., Soldiers Field, Boston 








——— 


versit 

In 
ing t 
based 
ucatic 
trols, 


Budge 
Taxati 
Statist 
Audit 
Pra 
Labor 
Repor 
Legal 
Insura 
Busine 
Cost 
and 
Gover 
Credit 
Office 
Econo: 
Sales . 
Invent 
Invest 
Profes 
Postw: 
Resear 


On 
plishe 
durin 
of fu 
gram 
mitte¢ 

Fol 
of co 
Perry 
colleg 
parts 
ceipt 
the de 


phia 














The Controller, April, 1945 


189 








Institute’s Educational Program Moves Forward 








By Paul Haase 


Next steps forward in the Educational 
Program of the Controllers Institute of 
America were considered at the March 
5 meeting in New York of the National 
Committee on Education which met un- 
der the Chairmanship of Mr. Henry C. 
Perry, treasurer of Heywood-Wakefield 
Company, Gardner, Massachusetts, and 
past president of The Institute. 

During the past year, committees on 
education in the various local controls of 
The Institute, have been organized for 
the purpose of broadening the under- 
standing of the functions and techniques 
of controllership. A number of these 
local committees have already discussed 
The Institute’s Educational Program 
with representatives of colleges and uni- 
versities within their local areas. 

In addition, a list of subjects compris- 
ing the pattern of the controller's job, 
based on recommendations of local ed- 
ucation committees in the various con- 
trols, has been prepared. It includes: 


Budgets and Capital Management 

Taxation 

Statistics and Graphs 

Auditing and Accounting Principles and 
Practice 

Labor and Personnel Management 

Reports and Interpretations 

Legal Aspects of the Controller’s Job 

Insurance 

Business Organization and Management 

Cost Determinations (both Manufacturing 
and Marketing) 

Governmental Reports 

Credit Management 

Office Management 

Economics and Political Science 

Sales Management 

Inventory Analysis and Control 

Investment Analysis 

Professional Services Available 

Postwar Planning 

Research 


On the basis of the work accom- 
plished, the National Board of Directors, 
during the past year, authorized a grant 
of funds for the expansion of this pro- 
gtam on the part of the National Com- 
mittee of Education. 

Following this action, an exchange 
of correspondence between Chairman 
Perry and a selected number of deans of 
collegiate schools of business in various 
parts of the country, resulted in the re- 
ceipt of many helpful suggestions from 
the deans contacted. 

Typical of the responses received by 
Chairman Perry are the following para- 
gtaphs: 

From Dean R. D. Calkins of Columbia Uni- 
versity: 

“We at the Columbia University School of 


Business are keenly interested in the educa- 
tional task in which you are interested. For 
some years, members of our staff have directed 
comparable research for the American Insti- 
tute of Accounting. We have offered a special 
course in professional accountancy, and we have 
had a considerable number of students in- 
terested in controllership practice. 

“During the past three years we have been 
engaged in surveying our whole educational 
program in the School of Business. When 
enrollment expands, we expect to be in a posi- 
tion to restore our offerings in controllership, 
and if necessary, to expand our instruction for 
this field of specialization. In order to deter- 
mine the needs of students and the appropri- 
ate offerings, we shall be happy: to cooperate 
in every way possible with your Committee and 
with the research you contemplate. 

“Your letter suggests that you regard the 
controller’s function as broad and as requir- 
ing a broad educational background. This cor- 
responds with our own concept of the field. 
It also fits well with your concept of the edu- 
cational function of a school of business. 

“The materials and case studies you con- 
template would be most helpful on condition 
that their preparation is carefully guided so 
as to make them really serviceable for instruc- 
tional purposes.”’ 


From Dean Donald K. David of the Harvard 
Graduate School of Business Administra- 
tion: 

“The building up of materials dealing with 
the theory and practice of the controllers’ 
work is most certainly desirable, and these 
materials should include articles and books by 
practicing controllers and by others concerned 
in one way or another with the controllers’ 
work.” 


From Dean Cantwell of the School of Com- 
merce and Finance of St. Louis Univer- 
sity: 

“The Controllers Institute of America is to 
be congratulated upon the establishment of 
its research project. The contemplated library 
of controllership and related material should 
furnish a point of departure for excellent 
training and research in its fields. I would 
like to make the observation that the avail- 
ability of such an aggregate of information be 
especially brought to the attention of Gradu- 
ate Schools of Business, and that such schools 
be urged to add to and utilize*this material. 

“The School of Commerce and Finance of 
St. Louis University will be most happy to 
render any assistance it can in your project.” 


From Dean J]. Anderson Fitzgerald of the 
University of Texas: 

“If the material were available, a course in 
principles of controllership and a course in 
cases and problems in controllership could be 
inserted (in the curriculum). When we have 
the advantage of your findings, the entire pro- 
gram can be revamped. 

“It has been suggested that the control- 
lers might consider the desirability of 

“(1) giving summer or other short-term 


employment to likely student pros- 
pects, or 
“(2) establishing scholarships for likely 


prospects to be selected possibly by 
the grantor or by the University.” 


There were a number of other re- 


sponses, all of which indicated a favor- 
able and receptive attitude on the part 
of educational leaders, and at the March 
5 meeting in New York, it was definitely 
decided, after a discussion of certain 
candidates for the research position, that 
the research head be chosen and the 
work undertaken at the earliest possible 
moment. 

It has been and will continue to be 
The Institute’s policy, in connection with 
its educational program, it was stressed, 
to do only that which is professionally in 
good taste in aiding in the formulation 
of appropriate programs of study, pro- 
grams designed not only to raise the 
level of controllership practice but also 
to increase and invigorate the supply of 
young people available for employment 
in controllers’ offices. 

The Committee members then took 
steps to implement the three points 
which were included in Mr. Perry's re- 
port to the Board of Directors of The 
Institute during the past year, as fol- 
lows: 

“1. Provide research facilities for the tab- 
ulation of material presented through previ- 
ous issues of “The Controller.” 

“2. Use these same facilities for the tab- 
ulation of additional material to be stimu- 
lated by national and local committee effort. 


“3. Coordinate and translate such mate- 
rial in a form suitable for college use.” 


It was agreed that there should be 
first, an inventory of present material, 
and secondly, development of additional 
material related to the activities of con- 
trollers. The opinion was also expressed 
that it would be important to attempt a 
classification of the critical problems 
now facing controllers. 

In that process, it was felt, it would 
be wise to have conferences between 
committee members and deans as well 
as members of the faculties of collegiate 
schools of business regarding the kind 
of material desired by educators and the 
most effective form of presentation. 

It was repeatedly emphasized by Com- 
mittee members, at the meeting, that the 
Committee’s work should have two ob- 
jectives: 


“1. The objective of educating ourselves 
further as controllers, 

“2. The preparation of material for use 
by educational institutions.” 


The Committee members felt that it 
would not be wise to point the educa- 
tional activity toward the formulation 
of specific courses but that The Insti- 
tute’s Educational Program “should be 
the fountainhead of any new thinking 
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a beae eagle pours lead into a Nazi plane. Back at 
the base, the action-record “pays off” as proof! 
62008 : : 
# The waggle busy he easily could make a 
- ott Bap mistake—now knows he destroyed the foe. 
Ye Action-records also “pay off” as dollar-im- 
& portant to every business man. It is not enough 
Sr es to think a figure is right. You must know .. 
a Poa and only a Printing Calculator gives the action 
record to prove your figures quickly and per- 
ga ea manently and beyond all argument. 
wile ss Here is the, Printing Caleulator’s tape of an 
See _| extension order. First printing invoice No. 











6382, the machine quickly multiplies item 
prices by the quantities ordered — 12, 8, and 16. Then it adds the amounts 
for the invoice total—$259.64, and deducts a 2% discount. Look... the 
action record of every computation is printed on the tape as your per- 
manent proof of accuracy. 

The Printing Calculator is the ov/y machine that prints as it multiplies, 
divides, adds and subtracts. With it there’s no need of copying from 
dials or for proving operations. Time is saved, errors are prevented. 

Its 10-numeral-key keyboard requires no specialized train- 
ing and leads easily to touch operation. Its simplified / 
operation develops fast accurate performance from the i} 
very first day ... by even your most inexperienced 
personnel. 

In all types of figure work—payrolls, statistics, 
perenne billing, etc. — a Printing Calculator 
elps speed business. Let it help YOU. Phone 
the nearest Remington Rand office today for 
a demonstration, or write to us at Buffalo 5, 

N. Y., for the free booklet TOPS. 





The Printing Calculator is available on WPB eporene 
to help conserve manpower, expedite warwork, main- 
tain necessary civilian economy. Talk it over with our 
representative. 


Reninglon Rend 


The only PRINTING calculator with automatic division 
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taking place in the field of controller. 
ship, pointing that research toward the 
improvement and the growth of control. 
lership thinking.” The materials thus 
developed, it was felt, should prove 
adaptable by educators in connection 
with particular courses offered in colle. 
giate curricula. 

A subcommittee headed by Mr. Vin. 
cent C. Ross, treasurer of Prentice-Hall, 
Inc., New York City, was authorized to 
proceed further with its investigation of 
candidates for the research directorship, 
so that the correlation of material on 
controllership now in existence, could 
be undertaken at the earliest possible 
date. 


SEC Reports on Utilities’ 
Security Issues 


The Securities and Exchange Commission 
published, on March 8, a report of its Public 
Utilities Division entitled “Security Issues of 
Electric and Gas Utilities’ covering the ten- 
year period from January 1, 1935 to December 
31, 1944. The report includes all new security 
issues of electric and gas utilities of which the 
Commission has a record under both the Se. 
curities Act of 1933 and the Public Utility 
Holding Company Act of 1935. It does not 
include either the sale of portfolio securities 
by holding companies or additional investments 
by holding companies in the common stocks of 
their subsidiaries. 

The report also contains information relating 
to all competitive bids submitted for security 
issues sold pursuant to Rule U-50 under the 
Public Utility Holding Company Act of 1935 
since it became effective on May 7, 1941. From 
that date to December 31, 1944 there has been 
a total of 84 issues on which competitive bids 
have been submitted. 

According to the analysis, there were 73 
electric and gas utility security issues, totaling 
$1,296,190,009, either publicly offered or pri- 
vately sold during 1944. This brings the total 
for the ten years ending December 31, 1944 
to 707 issues, amounting to $8,829,002,244. 
In 1943, 42 security issues, totaling $430,- 
454,020, were similarly offered or sold by this 
class of utility companies, while in 1942 the 
aggregate was 57 issues, amounting to $376,- 
624,993. 

Of the 73 issues of securities offered during 
1944, 35 were bond issues, aggregating $1,- 
089,923,000, with an average coupon rate of 
3.10 per cent. and an average yield to pur- 
chasers of 2.95 per cent. This compares with 
23 issues of bonds in 1943, amounting to 
$344,000,000, upon which the average coupon 
rate was 3.44 per cent. and the average yield 
to purchasers was 3.27 per cent. Likewise, in 
1942, bond offerings totaled 27 issues, amount- 
ing to $240,264,000, with an average coupon 
rate of 3.50 per cent. and average yield to put- 
chasers of 3.29 per cent. During the entire ten- 
year period there were 411 bond issues total- 
ing $7,113,429,951. 

During 1944 there were four debenture is- 
sues amounting to $27,450,000 as compared 
with two such issues totaling $11,000,000 in 
1943 and three issues of debentures aggregat- 
ing $16,250,000 in 1942. During the ten-year 
period there were 51 debenture issues amount- 
ing to $677,500,095. 

There were also 13 note issues offered dur- 
ing 1944 amounting to $82,750,000 as com- 
pared with nine issues totaling $55,531,500 in 
1943 and 18 issues aggregating $75,734,448 
in 1942. The aggregate amount of 132 note 
issues during the ten-year period was $512, 
568,089. 
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HAS THIS ENEMY GONE UNDERGROUND 


right in your own office? 


How hidden non-productive paper-work costs 
can affect your company’s position 
and profits, in the years directly ahead! 


BY ACTUAL COUNT, there are some 61 hiding places for ex- 
cessive, non-productive paper-work costs—even in the 
average, moderate-sized industrial concern. And they’ve 
had plenty of opportunity to hide there during a period 
when speed of production rightly had a great deal more 
attention than cost of production. 


But management is beginning to realize, as it looks 
ahead, that it faces the toughest kind of competition both 
within and from without its own industry. It is beginning 
to search for ways to produce more for less... the surest 
way not only to continued growth and profits... but also 
to high employment and a healthy national economy. 


And that means. reducing non-productive costs wherever 
they can be found. After the last war it was in the factory 
itself where Work Simplification was introduced with 
streamlining of production. Much has been accomplished 
there. But the growing burden of costly non-productive 
paper work... of inefficient systems of control... offers an 
opportunity for savings that progressive management can 
no longer afford to overlook. 


Where costs...and savings... multiply themselves 


It probably comes as a surprise that direct paper-work 
costs have almost quadrupled since 1900. Yet inefficiencies 
that have crept into paper-work procedures, writing meth- 


ods and form designs affect a great deal more than the cost 
of forms and the labor to process them. 


For*written records and reports are the Nerve System 
of business. They start, stop and control every business 
operation. They guide men, materials and machines. 
Savings effected in paper work, therefore, multiply them- 
selves throughout the office and factory. 

For instance. An important builder of LST’s and tanks 
installed a new Receiving Report system which combined 
four writings of as many separate records into one. Sim- 
plification of paper work allowed receivals to be recorded 
within two hours, ended material delays of as long as four 
days; control permitted lower inventories to be maintained. 


Where you can look for help 


The Standard Register Company, through its broad expe- 
rience, unusual facilities and sound techniques, has helped 
effect savings up to five and six figures for hundreds of 
leading companies, large and small. Our approach follows 
a step-by-step plan which gets at the facts and arrives at 
the answers in a minimum of time. And without upsetting 
office routine. 





THE STANDARD REGISTER COMPANY 


Manufacturer of Record Systems of Control! for Business and Industry « DAYTON 1, OHIO 


Pacific Coast: Sunset McKee-Standard Register Sales Co., Oakland, California. Canada: Crain Printers, Ltd., Ottawa. London: W H. Smith & Son, Ltd. 
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Angelo comes home 


so costs GO UP! 


Tony works in plant 3, group 5... 
Tuesday, February 20th he was feeling 
not so hot from too much fiesta, lotsa 
spaghetti, and the wine which had 
flowed like tears—for brother Angelo 
was home from thé wars! Tony turned 
out 169 good pieces, not his standard 
210. Thus handicapped, the other 11 
men in group 5 also failed to meet the 
standard — costs were up . . . while 
production was off. 

At 10:30 a.m. February 21st Will 
Corrigan, chief of plant foremen, got 
the report. He knew that by noon the 
production department would inquire 
how-come? So at 10:45 he was in plant 
3...Al Stella, foreman, was waiting for 
him. .. and he knew the answer, Tony. 
They immediately checked costs . . . 


> ~ 


wees lp 







and incidentally found out Angelo had 
been awarded the Silver Star. 


Usuatty high costs have a more 
serious reason. Serious or not... with 
McBee methods and products cost 
variations show up daily... not next 
Saturday . . . not in 30 days—but while 
data is current enough to correct the 
cause! Speedy, swift, efficient, McBee 
provides the facts—on time. 

If you are troubled with too slow 
reports, information lags, delayed data 
... find out how one plant got. control 
reports by two o’clock on the previous 
day’s production. The striking story in 
a national magazine was reprinted by 
request. A few copies are still available 

write or phone for a copy. 


THE McBEE COMPANY 
ie we SOLE MANUFACTURERS OF KEYSORT 
295 Madison Ave., New York 17, N.Y... Offices in principal cities 














POSTWAR WORLD TRADE 
(Continued from page 179) 











riod and they had the effect of channel. 
ing the entire trade with Russia into bj. 
lateral operations with special emphasis 
on bargaining positions that frequently 
had political implications. It will be 
readily seen if similar procedures should 
be adopted by Russia in the postwar 
period with its foreign trade partners, 
which will likely be manyfold that of the 
aigste time, an enormous pressure will 
e ever present against the free enter. 
ptise systems of multilateral trade and 
most favored nation principles. A pos. 
sible solution may be found through the 
allotment of Russian purchase contracts 
to a number of countries on the basis of 
free bargaining privileges as to price and 
credit terms. 

I believe that with the foregoing fac. 
tual exposé, brief and sketchy as it neces- 
sarily had to be, we should be qualified 
to answer the question propounded at the 
outset: ‘Are Financial Resources Ade- 
quate for Postwar World Trade?” 

The answer, you will no doubt agree 
with me, should be decidedly in the 
affirmative. We have, however, seen that 
the distribution of these resources has 
undergone important changes, and while 
in normal time a policy of “‘laissez faire” 
may perhaps be the best one to allow the 
free play of the economic forces under a 
free enterprise system, under the present 
conditions, however, with the United 
States saddled with the great responsibil- 
ities that will face a disrupted postwar 
world, our government should give direc- 
tion to a well considered international 
policy by embracing such fundamental 
issues as freedom of international trade, 
reduction of tariffs under the reciprocal 
trade agreements program, sanctity of in- 
ternational trade agreements, and the re- 
sumption by free enterprise of all inter- 
national activities that had to be tem- 
porarily placed under government control 
due to wartime conditions. 

Assuming that the moral leadership of 
the “Big Three” will be sufficiently 
strong to give the world assurance of a 
lasting peace and return of stable politi- 
cal and economic conditions, the latent 
financial resources and recuperative powers 
throughout the world will be ample to 
insure a sustained period of record world 


trade and prosperity. 


Time-and-a-half, Indeed! 


“In 1940 I got in about 40 hours in the 
weeks I worked, so when I drew my benefits 
(unemployment compensation) I got about 40 
cents an hour for doing nothing for the hours 
I usually worked. Since this war boom, I have 
been averaging 48 hours a week so when I get 
laid off I will be doing nothing for 48 hours 
instead of 40, and I ought to get time-and-2- 
half for those extra eight hours.” (Explanation 
of a worker on why unemployment compensa 
tion benefit amounts should be increased.) 
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When it’s “Back to Earth” 
for MAYTAG 





.. there are great plans for the future | 


3 STAGES of 
Kardex ‘'Fact-Power’”’ 
in the history of the 
world’s largest pro- 
ducer of home laun- 


dry equipment. 
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T took plenty of facts to develop The 

Maytag Company's washer and ironer 
business into world leadership. Pro- 
duction facts, materials and tool facts, 
cost facts, sales and distribution facts 
—facts constantly up-to-date and in- 
stantly available with Kardex Systems 
of Visible Record Control. 

And, during the war, only a smooth- 
running ogranization powered by eff- 
cient record control could do the job 
Maytag is doing in producing parts and 
operating assemblies for nearly every 
type of U. S. combat aircraft. Here 
again Kardex scored. It has helped to 
simplify and speed planning, made faster 
and easier the coordination of the work 
of machines and men and women. 


With the coming of Government 
Contract Terminations, the role of 
“*Fact-Power’’ became all-important. 
As one official sums it up, ““Kardex cost 
and D. P. C. and lan materials controls 
have tremendously aided Maytag in obtain- 
ing satisfactory contract termination settle- 
ments.’ After the war? Maytag will have 
something to say about that, too, when 
the proper time comes. 


The record controls of many promi- 
nent manufacturers, as used in con- 
tract termination procedures, are out- 
lined in detail in ‘‘Management Con- 
troller No. 697.’’ Just prepared by our 
Systems Research Division, this valu- 
able work is available to executives from 
our Data File on free loan service. Ask 
our nearest Branch Office. 











COPYRIGHT 1944 


SYSTEMS DIVISION 


REMINGTON RAND 


Buffalo 5, New York 








... yes, after only 15 minutes instruction on 


a Fridén Fully Automatic Calculator anyone 
in your office can become an Expert on your 
own Figure Work Problems. Contact your 
local Fridén Representative for complete 
information regarding these easy to operate 
Calculators which are AVAILABLE, when 


applications for delivery have been approved 


by the War Production Board. 


Fridén Mechanical and Instructional Service is avail- 
able in approximately 250 Company Controlled Sales 


Agencies throughout the United States and Canada. 








he | 


FRIDEN CALCULATING MACHINE CoO.,INC. 


HOME OFFICE AND PLANT + SAN LEANDRO, CALIFORNIA, U.S. A. « SALES AND SERVICE THROUGHOUT THE WORLD 
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Positions Open 











Controller 

Chicago manufacturer established over 39 
years, with splendid postwar future, offers ex. 
cellent opportunity for reliable, aggressive Cop. 
troller, thoroughly experienced in all phases of 
accounting, finance, budgets, tax matters and 
government regulations. Give complete details 
and remuneration desired. Address Box Num. 
ber 483, “The Controller,’ One East Forty- 
Second Street, New York 17, N. Y. 


Order and Billing Department Head 

A well established Eastern manufacturer of 
electric and electronic equipment has an or- 
ganizational opening for a man to take full 
responsibility for the management of an Order 
and Billing Department. 

The position carries full responsibility for 


. the department routines, schedule of work, in- 


ventory records, and personnel comprising be- 
tween 40 and 50 people. The department must 
be so organized that orders will be processed 
promptly and accurately. -Job requires close 
working relationship with the Sales Depart. 
ment. 

Applicants must have supervisory ability 
and appreciation of sales and customer prob- 
lems. Previous managerial experience, par- 
ticularly order and billing, very desirable. 
Must have potentialities for growth in an ex- 
panding operation. 

Early interviews for qualified applicants giv- 
ing full details as to age, education, experience, 
and salary requirements. Address Box Num- 
ber 484, “The Controller,’ One East Forty- 
Second Street, New York 17, N. Y. 


Administrative Accountants and Staff 
Accountants 


A large aircraft equipment manufacturer in 
the mid-west has opportunities for experienced 
administrative accountants and staff account- 
ants. Applicants must have industrial expeti- 
ence including cost accounting, or equivalent 
experience in public accounting with large in- 
dustrial clients. Reply by mail giving complete 
employment history, training and salary ex- 
pected. Address Box Number 482, ‘The Con- 
troller’, One East Forty-Second Street, New 
York 17, New York. 





| Positions Wanted 











Industrial Relations Engineer 

Available for job evaluation, personnel- 
morale survey; wage practices, analyses, in- 
centives, administration under Fair Labor 
Standards Act, Walsh-Healey Government 
Contracts Act; War Labor Board-Treasuty 
Dept. Stabilization. Box 481, “The Con- 
troller.” 


Office—Credit Manager, Assistant Treasurer, 
Accountant 
Seeks opportunity in Controller’s or Treas- 
urer’s Office. 57 years—young, excellent 
health. Those interested can secure any if- 
formation desired by addressing Box 485. 


Air Travel To Rise 


Air passenger travel will increase sevenfold 
and air express thirty-fold within five years 
after the war ends, according to a survey by 
Dr. D. H. Davenport, of Curtiss-Wright Cot 
poration. The survey also indicates that pas 
senger fares may go as low as 3.5 cents a mile 
and express to 30 cents a ton-mile. 
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FFICE FORMS, financial statements, letter- 

heads, envelopes, post-cards, shipping tags, 
advertising folders... short runs. . . long runs 
...in one color or many . . . a Davidson will 
produce them all and give you high quality 
work at remarkably low costs. 


There’s a reason for this amazing versatility. 
With a Davidson you have available not just 
one, but five different methods of duplicating, 
for it will reproduce from paper or metal direct- 
offset plates (prepare them yourself), photo- 
graphic offset plates, type, electrotypes, and 
rubber plates. Therefore, whatever the job may 
be, you have the best method of producing it 
most effectively and economically. And bear 
this in mind, only a Davidson can give you all 
this in one machine. 





Write for it today . . . no obligation. 


You'll like the quality of work . . . clean 
sharp impressions from first to last... 
excellent half-tone work . . . fine close-regis- 
ter multi-color work . .. all at high speed 
and low cost. And any of your employees 
with average mechanical intelligence can be 
quickly trained as an operator. 


In hundreds of progressive businesses, as 
well as U. S. Government departments, David- 
son Dual Duplicators are daily demonstrating 
their outstanding efficiency and economy ... 
these same advantages are available to you. 


DAVIDSON MANUFACTURING CORPORATION 
103 8-60 West*Adams Street, Chicago 7, Illinois 


Representatives in principal cities of U. S., Canada, Mexico 
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+ PRODUCE IT ON A 
Get this FREE book . . . today. It contains ; e 
the complete story of the Davidson... . antici- 
pates your questions and answers them fully. 
Also included are samples of the work it does. 


QUAL DUPLICATOR 
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“WELL, THAT'S OVER!" 


(UNTIL THE NEXT TIME) 
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A Todd Signer 
would end the tiresome chore 
of signing checks by hand 


Don’t sign your life away! Execu- 
tive time is too valuable to waste 
on the routine task of signing 
your name. 

Todd Protectograph Check 
Signers produce insured four- 
color, forgery-defying signatures 
—far safer than any pen-and-ink 
signatures—at the rate of 1000 
to 3000 per hour. 

A dual-lock system, remov- 
able signature plate and positive 





NEW YORK 


ROCHESTER = 
SALES OFFICES IN PRINCIPAL CITIES 
DISTRIBUTORS THROUGHOUT THE WORLD 





automatic meter assure you of 
complete control over check 
issuance. 

Hand and electrically oper- 
ated Todd Check Signers are now 
available on priority (WPB 
1688). If you qualify, we can 
supply a model to fit your budget 
and your needs. 

Ask your secretary to clip, fill 
in, and mail the coupon now for 
further information — without 


THE TODD CO., INC., Rochester 3, N.Y. 


Please let us have the facts about Todd Check 
Signers—how they save executive time and 
increase safety and control. 


Company. 





Address. 





By. 


os C-4-45 
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INTERNAL AUDITING: 
VIEWPOINT OF THE PUBLIC 
ACCOUNTANT 


(Continued from page 176) 











I must admit that I am not fully con- 
vinced within my own mind of any 
broad answer. 

I believe that the ultimate answer 
depends largely upon the type of organ. 
ization set-up, the limits to which the 
activities of the internal auditor can be 
carried beneficially and, to a large ex. 
tent, the virility, strength of leadership 
and other personal qualities of the men 
responsible for the conduct of the vari- 
ous phases of the particular business in- 
volved. 

The strict technical point involved 
is whether the internal auditor, in order 
to maintain an independent viewpoint 
in the conduct of his activities, must be 
above the influence of every department 
and official within the organization. To 
be more specific, whether he should be 
responsible to the controller, if at the 
time he has to report on the results of 
the accounting organization for which 
the controller is responsible, or whether 
he should even be responsible to the 
general manager or the president, if at 


the same time he has to report on some 


phases of operation for which the gen- 
eral manager or president is responsi- 
ble. In other words, to present a strict 
unbiased report must he report direct 
to the Board of Directors, or, perhaps, 
direct to the stockholders ? 

The practice of having the internal 
auditor responsible direct to the presi- 
dent is being tried in an increasing 
number of cases and in some cases I be- 
lieve the internal auditor is reporting 
direct to the Board. In cases of large 
holding company systems, it is quite 
common practice to have the entire in- 
ternal wedies activities of the subsidi- 
aries conducted by employees of the 
parent company, which, of course, is 
the principal stockholder. 

While recognizing the technical 
merit of these procedures, I believe that 
we should never lose sight of the final 
business benefits of any business device. 
It has been my own observation thaf 
the report of an internal auditor per- 
forming the normal present-day duties 
of an internal auditor generally has a 
great deal more practical value in the 
hands of the controller, or other officer 
having final responsibility in accounting 
for the stewardship of management, 
than it would have in the hands of the 
president or the Board of Directors. I 
grant that there are cases where other 
procedures ‘are advisable. The answet 
is dependent upon the factors present 
in each case. In this respect and in fe- 
spect of any of the other technical mat- 
ters I have previously discussed, the 
business approach should govern. 
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New, precision measurements® 


that speed PRODUCTION 


Three and one-half-fold increase in production is what Con- 


trol Instrument Company achieved when Remington Rand 


Punched-Card Accounting helped reduce operational losses. 


O* LY through the mass compila- 
tion of detail facts can many forms 
of machine and manpower losses be 
accurately measured and corrected. 
Remington Rand Punched-Card Ac- 
counting and Tabulating Machines 
make these facts available in greater 
detail, easier, faster, and with greater 
assurance of accuracy than by any 
other method. Here is what George 
W. Price, Vice-President, Control In- 
strument Co., Brooklyn, N. Y., has to 
say about their achievement: 


“We make fire control instruments for the 
navy and intercommunicating telephones 
for industry. The huge naval expansion 
program intensified our efforts to increase 
production, for which we have received 
four Army-Navy ‘‘E” awards. 


“With only twice the number of workers 
we are producing over 7 times the volume. 
This increase is due a no small measure 
to our successful use of Remington Rand 








+ KWIK-FAX - 


Only REMINGTON RAND 
Punches can “hold” data for 
automatic repeat punching. 


Data common to more than one tabulat- 
ing card may be “ held” in the punch 
and automatically repeat-punched, in- 
stantaneously and without the need for 
pattern ” cards, into as many cards as 
desired. This eliminates time-wasting 
individual punching operations and in- 
creases productivity many-fold. | 




















BUY BONDS— Buy Victory and Peace 





Punched-Card Accounting in providing 
production control data whereby we could 
increase output by reducing waste of man- 
power and machine time. 


“Three important reports are produced 
punctually every morning under a schedule 
that inakes speed paramount:’ 


1. Machine Shop Piece-report shows 
the number and kind of pieces prod- 
uced during the previous day and 
night shifts. This report, completed 
by 9:15 each morning, goes to the 
Schedule, Methods, and Expediting 
Departments, and to the Vice-Presi- 
dent in charge of production. 


2. Daily Machine Report, distributed 45 
minutes later, goes to foreman of the 
Machine Shop for checking previous 
shift performance and for assigning 
work and machine loading; to the 
Scheduling Department for compar- 
ison with and revision of planned 
performance; and to the Expediting 
Department for following up urgent 
jobs. 


3. Lost-Time Report, ready at same time 
as the second report, shows personnel 
lost-time data and goes to department 
foremen and Personnel Department. 


“The obvious results of having complete 
and accurate production reports on execu- 
tives’ desks each morning have been that 
we are able to schedule machines and jobs - 
more efficiently; methods-men can check 
actual with estimated output of men and 
machines; expediters know more closely 
how important jobs are progressing; idle 
machine time is lowered; lost hours by em- 
ployees are spotlighted and reduced. All of 
these results increase production.” 


Certified Report #4311-6D, covering 
details of how Control Instrument Co., 
accomplished this great production 
increase, is available to interested ex- 
executives by writing to our branch 
office nearest you, or direct to Rem- 
ington Rand Inc., Tabulating Machines 
Division, New York 10, N.Y. 


Remiaglon Koad 


* The HOLE 
... the Symbol 


Write for: “The HOLE-STORY of Punched-Card Accounting” — 
the book that tells a vital story to business. It’s FREE! 


PUNCHED-CARD ACCOUNTING 


\ MARK of a System 


of Accuracy os 
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E Reviews of Recent Publications 








Farm Credit Analyzed 


THE PRODUCTION CREDIT SYSTEM FOR 
FARMERS. By Earl L. Butz. Published by The 
Brookings Institution, Washington, D. C. 
$1.00. 

During the recent national election cam- 
paign, much was heard as to what should be 
done and will be done for the American 
farmer. In this study by The Brookings In- 
Stitution, there is an examination what is be- 
ing done via the program of agricultural 
financing known as the Production Credit sys- 
tem, which is one of the four major divisions 
of the Farm Credit Administration. 

The theory for subsidies or benefits of one 
kind or another for farmers or small business 
or industry or other special groups has had a 
considerable acceptance in recent decades. This 
study has broader implications, consequently, 
than its title would indicate. 

In the course of his concise volume, the au- 
thor raises questions as to whether the general 
welfare has been benefited in proportion to the 
financial aid given this particular credit insti- 
tution, and among his conclusions are these: 

1. “The Production Credit system has a sub- 
stantial measure of accomplishment to its 
credit . . . . it has built up considerable finan- 
cial strength, but progress toward the goal of 
self-support has not been as rapid as many be- 
lieve it should have been.” 

2. Although subsidies were necessary to start 
the Production Credit system and “although the 
subsidy is truly a competitive factor, its com- 


petitive effect is not as extensive as is some- 


times alleged.” 

3. “It appears desirable that definite prin- 
ciples for retiring government capital in the 
system be formulated and announced.” 


Reviewed by PAUL HAASE. 


Colonial Policies 


THE ECONOMIC DEVELOPMENT OF 
FRENCH INDO-CHINA. By Charles Robe- 
guain. Published by Oxford University Press, 
114 Fifth Avenue, New York City. $4.00. 


Issued under the auspices of the Interna- 
tional Secretariat, of the Institute of Pacific Re- 
lations, this translation of a 1939 study by 
Professor Robeguain has a certain timeliness 
for it reminds us that between the war fronts 
of Burma, China and the Philippines, lies that 
part of Asia with the pre-war name of French 
Indo-China, which for half a century was un- 
der French rule. 

Whatever its postwar situation, this study of 
the territory’s fifty years under French adminis- 
tration is of interest for it points out, among 
other matters, that although France gained ma- 
terial benefits from occupation of Indo-China, 
the advantages reaped by the natives were ap- 
parently greater. In the oft-heard debate as to 
the relative advantages and disadvantages of 
“colonial imperialism” that point is oft-ig- 
nored. 

Reviewed by PAUL HAASE. 





First Aid for Weak Firms 


EXTENSION AGREEMENTS WITH DEpr. 
ORS. By Carl B. Everberg. Published by The 
Ronald Press Company, New York. 132 pages, 
$3.50. 

Designed to be of aid to the debtor and the 
creditor, to the credit executive and the gt. 
torney representing creditors, as well as mem. 
bers of creditors’ committees, this handy yo]. 
ume develops an approach that is based on its 
author’s many years of experience in helping 
financially-distressed businesses to ‘‘get back on 
their feet.” The text covers “out-of-court” as 
well as ‘“‘in-court’’ extensions, and _ includes 
forms for various types of extension agree. 
ments, as well as information about Chapter 
XI Arrangements and Chapter X Extension 
Proceedings. 

Reviewed by PAuL Haasz, 


Termination Manual Developed 
by Institute Member 


The Institute’s library recently added to its 
collection an attractive termination manual 
prepared by Mr. W. O. MacArthur, director 
of contract termination of Aircraft Accessories 
Corporation, Kansas City. Mr. MacArthur, a 
member of the Controllers Institute, has re- 
ceived many favorable comments from gov- 
ernment and business officials and public ac. 
countants on his manual which is primarily 
directed to contract termination procedure in 
a company engaged in aircraft work. 

The manual is loose leaf in design so that 
revisions and additions can be given effect as 
they become necessary, to accomplish more 
effectually, the company’s termination activi- 
ties. It includes a complete index of forms, 
certificates and procedures, as well as an or- 
ganization chart. 








analysis. 


i DETROIT 


@ Sales Analyses 





CHICAGO 


MONTREAL 


® Market Research and Questionnaire Tabulations 


POST-WAR PLANNING 


Any post-war planning requires a great deal of statistical 


Whether this takes the form of studies of sales experience 
by markets, products, and classes of customers, or compilation 
of other data, our tabulating department is prepared to handle 
the analytical detail. 





Recording & Statistical Corporation 





®@ Inventory and General Calculating Service ® Payroll & Labor Distribution 
® Public Utility Rate Studies 
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BOSTON 
TORONTO 










































































ARE THESE KEY ASSETS OF YOUR COMPANY 


Group Accident Insurance is an important 
part of most employee benefit programs. 
It does not, however, provide benefits 
sufficiently large to protect key men who 
are highly important business assets. 
That is why Marsh & McLennan, work- 
ing with an insurance company, has devel- 
oped an entirely new accident protection 
plan specifically for key men. Provisions 
of the plan include all the benefits of in- 
dividual accident insurance policies... 
yet the cost is 25 % less. And the payments 
are commensurate with their incomes and 
standards of living. Installed in your 
company, it would increase loyalty and re- 
lieve the firm of financial responsibility. 
This ability to create or modify insur- 
ance forms as new hazards arise is an- 
other plus of Marsh & McLennan service. 
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Properly 
Protected? 


As your broker we seek only to further your interests 
... working with the insurance companies best 
suited to your needs. 

For complete information, write or phone for 
our booklet “Key Man Protection Plan.” 


MARSH « MCLENNAN 


INCORPORATED 
INSURANCE 
Chicago New York 
Boston Detroit San Francisco 
Pittsburgh , Minneapolis Los Angeles 
Washington St. Louis Seattle 
Buffalo Cleveland Duluth : 
Phoenix Columbus Indianapolis 
Portland pa ee ee Milwaukee 
London Montreal Vancouver 





Established in 1871 
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Brief Items of Interest to Controllers 








Randolph Paul Urges Sound 
Over-all Taxation System 


Calling for a “sound over-all system’ of 
taxation to promote full employment and pros- 
perity, Randolph E. Paul, former general coun- 
sel of the Treasury Department and now a 
member of the law firm of Lord, Day & Lord, 
recently advised against “tinkering” with the 
treatment of capital gains. Along with Ros- 
well Magill, Columbia University professor 
of law and former Undersecretary of Treas- 
uty; Harley L. Lutz, professor of public 
finance, Princeton University, and Henry Ep- 
stein, former New York State Solicitor-Gen- 
eral, Mr. Paul spoke at a panel discussion on 
“Your Future Taxes” at the New School for 
Social Research in New York. 

“Capital gains are, after all,” Mr. Paul 
pointed out, “‘only one small sector of our tax 
front. Instead of tinkering with the treatment 
of capital gains, let’s take a longer and broader 
view. Our future taxes will have an important 
bearing upon the postwar economy and our 
national well-being. A sound over-all system 
will help toward full employment and pros- 
perity. Let’s go after a postwar tax system that 
will produce capital gains instead of capital 
losses. Let’s keep our eyes on that ball. Then 
taxes will take care of themselves.” 

The present double taxation of corporate 
income and dividends, Mr. Magill declared, 
“should be eliminated by a credit to the in- 
dividual dividend recipient for the normal tax 
the corporation has already paid.” 

Mr. Lutz said that he would “advocate a 
sales tax at any budget level as the most ef- 
fective insurance against repetition of the 
budget experience of the 1930’s.”’ 


The purpose of tax immunity for State and 
municipal financing, Mr. Epstein stated, is to 
preserve the balance between the States and the 
Federal Government by protecting States and 
cities against the central government's invasion 
of their functions, independence and home rule. 


High Court Rules on Stockholder’s 
Rights in Bankruptcies 


The Supreme Court ruled on February 5 
that a stockholder, acting without authority of 
a company, does not have the right under the 
Federal Bankruptcy Act to file a petition for 
reorganization of the company. 

Justice Douglas delivered the court’s unani- 
mous opinion. 

The trustee for bondholders of the Western 
Tool & Manufacturing Co., Springfield, Ohio, 
appealed to the Supreme Court from a finding 
by the Sixth Federal Circuit Court that James 
G. Gurney, a stockholder in the concern, had 
the right to file such a petition. Justice Doug- 
las said that any such enlargement of the juris- 
diction of the bankruptcy courts, such as he 
held would be involved in Gurney’s action, is 
a matter for Congress. 

“Congress has chosen to withhold from 
stockholders the right to institute these bank- 
ruptcy proceedings,” Justice Douglas said. “In 
absences of Federal incorporation, intracorpo- 
rate disputes of the character resented here are 
governed by State law. The creation of a new 
basis of Federal jurisdiction to hear them, pass 
on their merits and adjudicate them is a legis- 
lative act.” 
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Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 


Industrial Engineering 


Ford, Bacon & Davis 


Sncorporated 


Engineers 





Washington - 


NEW YORK, N. Y. 
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Proxy Solicitation by Company Before 
Issuance of Annual Report 


The Securities and Exchange Commission 
recently amended its proxy rule to permit the 
solicitation of proxies by a corporation before 
its annual report is distributed to stockholders 
whenever opposition solicitation is being made, 

Previously, the management of a corpora. 
tion was prevented from soliciting proxies 
until stockholders were furnished with an an. 
nual report containing the company’s financial 
statements, the Associated Press pointed out, 
in reporting the amendment, which permits 
management solicitation in advance of the an. 
nual report provided the management promises 
to distribute the annual report 20 days before 
the meeting. 


Philadelphia Banks Form 
Central G. |. “Loan Pool’ 


To facilitate the making of business loans to 
veterans under the “G. I. Bill of Rights,” 
Philadelphia banks are planning to set up 
a central organization staffed by specialists 
through which all such loans would be made. 
The banks have been given permission to pro- 
ceed with their plan by the various banking 
authorities, including the Comptroller of the 
Currency, Pennsylvania State Secretary of 
Banking and the Federal Reserve Bank of 
Philadelphia. While the plan is being worked 
out by a committee representing the 11 larger 
banks of the city, it will include all the nearly 
40 banks in the city. 

Roughly the plan is to organize a corpora 
tion with a nominal capital which will act as 
agent for the individual banks in making vet- 
eran loans. Because the loans are specialized, it 
is felt the veterans would get a much better 
service from a central organization of special- 
ists. 

All banks would participate in each loan, 
which would be prorated among them accord- 
ing to the amount which they subscribed to a 
“loan pool.” The loans will be restricted to 
veterans in the Philadelphia area. 


“The Yearbook of Retailing” Covers 
Controllers’ Congress Proceedings 


The proceedings of the 25th Annual Con- 
vention of the Controllers’ Congress of the 
National Retail Dry Goods Association, which 
was held in Chicago during the week of Sep- 
tember 11, 1944, were published in January, 
1945, under the title, “The Yearbook of Re- 
tailing.” Among the speakers at the Chicago 
Wartime Conference, was Mr. Ernest L. Olrich, 
a member of the Controllers Institute .of Amet- 
ica, who has returned to his post as president of 
Munsingwear, Inc., Minneapolis, after being on 
leave during the past year as assistant to the 
Secretary of the Treasury, in charge of surplus 
material disposal. Mr. Olrich is a past chaif- 
man of the Controllers’ Congress and a past 
vice president of the Controllers Institute of 
America. 


73 Wage and Deduction Types 


A business machines manufacturer recently 
reported there are at least 31 different kinds of 
pay you can receive and 42 or more kinds 0 
deductions. 
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FIGURING, ACCOUNTING AND STATISTICAL MACHINES ¢ 





G STILL MORE 
GHS MACHINES” 


Businessmen, coping with changing accounting con- 
ditions and an increasing volume of work, are finding 
the flexibility of Burroughs machines an extremely im- 
portant advantage. And Burroughs systems and installa- 
tions men are giving them important help with their 
problems, thanks to the farsighted policies of the Bur- 
roughs organization. 


These Burroughs men have had years of intensive train- 
ing in machine accounting, and broad, diversified 
experience with all types of business enterprise. They 
have been working continuously with officers in the 
armed services, government officials and business exec- 
utives—helping them make the fullest use of the equip- 
ment they now have . . . helping them adapt their 
machines to changing conditions. 


Burroughs service men continue to provide the highest type of 
mechanical service—dependable in war just as before—to help 
keep Burroughs machines throughout the nation at top operat- 
ing performance. The reference files of up-to-date machine 
accounting information maintained in all Burroughs offices are 
another service playing an important part in helping users get 
fullest use from their present Burroughs machines. For kelp in 
meeting yoxr problems, call your local Burroughs office, or write 
Burroughs Adding Machine Company, Detroit 32, Michigan. 


NATIONWIDE MAINTENANCE SERVICE + BUSINESS MACHINE SUPPLIES 
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Personal Notes of Interest to 


Controllers 








Mr. John L. Auch, comptroller of the Pitts- 
burgh Coal Company, has been elected vice 
president, to succeed Mr. Ernest F. Rumpf, 
who recently resigned. Mr. Auch is a mem- 
ber of the Controllers Institute of America. 


Mr. H. C. Hasbrouck has been appointed 
to the newly created position of accounting 
director of the Edison Electric Institute where 
he will serve as consultant on accounting and 
regulatory matters, as well as in the coordina- 
tion of activities of the several accounting 
committees of The Institute. Mr. Hasbrouck, a 
vice president of The Technical Valuation So- 
ciety, was a speaker at the Public Utilities 
Conference held in conjunction with the 12th 
Annual Meeting of the Controllers Institute 
of America in New York in September, 1943. 
At that time, he had served as chairman of 
the Committee on Depreciation Accounting of 
the American Gas Association. Mr. Hasbrouck 
has been active in the association and commit- 
tee work for 25 years, being identified par- 
ticularly with activity in the uniform classifica- 
tion of accounts and depreciation accounting. 


Mr. William P. Stich was recently named 
treasurer of The Leon Godchaux Clothing Com- 
pany of New Orleans, Louisiana. Mr. Stich, a 
charter member of the New Orleans Control 
of The Institute, will continue to carry his 
previous responsibility as controller of the firm. 


The 15th Annual Report of American Ma- 
chine and Metals, Inc., recently released, car- 
ried the note that the office of comptroller of 
the company remains unfilled in anticipation 
of Mr. T. D. Mumford’s return from service 
with our armed forces. Mr. Mumford, a mem- 
ber of the Controllers Institute of America, 
served as comptroller of the company from 
June, 1941 to August, 1944. He is a lieuten- 
ant in the United States Marine Corps Reserve. 


Mr. L. E. Hanson, assistant controller of the 
Socony-Vacuum Oil Company, Inc., has been 
lent to the Reconstruction Finance Corpora- 
tion Price Adjustment Board to develop data 
and information required in connection with 
renegotiation of government contracts with the 
oil industry, it was recently announced. Mr. 
Hanson, holder of certificate number 813 in 
the Controllers Institute of America by virtue 
of election in November, 1936, is the first 
member of the petroleum industry to be called 
by the RFC for such work. 


Mr. H. V. Bray, formerly secretary-treasurer 
of Sefton Fibre Can Company, St. Louis, re- 
cently joined the staff of Modern Packages, 
Inc. of Memphis, in the capacity of vice presi- 
dent and treasurer. Mr. Bray is a member of 
the Controllers Institute of America. 


The many friends of Mr. E. B. Nutt within 
the ranks of the Controllers Institute of 
America learned with sorrow of the death of 
Mrs. Nutt on February 12. Funeral services 
were held in New Rochelle on February 15. 
Mr. Nutt, a member of the Controllers In- 
stitute of America since March 1934, is con- 
nected with the budget department of the 
Standard Oil Company (New Jersey). Mrs. 
Nutt was reglled by many members in con- 
nection with registration and other activities at 
The Institute’s 12th Annual Meeting, in New 
York in September 1943, of which Mr. Nutt 
was general chairman. He is also a past presi- 
dent of the New York City Control of The 
Institute. 


Mr. Bert V. Tornborgh, a member of the 


Controllers Institute of America, was the au- 
thor of a recent article entitled “Cost Control 
in the Shipyard” which was published in the 
January issue of “Marine Age.’’ The article is 
one of a continuing series published by the 
magazine on costs controls. 


Mr. R. E. McDavid, a member of The In- 
stitute since October, 1941, and formerly as- 
sistant controller of The Magnavox Company, 
Fort Wayne, is now with Adel Precision Prod- 
ucts Corp., Burbank, California, it was recently 
announced. 


Mr. Kenneth D. Thompson, a member of 
the Controllers Institute of America, has joined 
the staff of the Great Lakes Steamship Com- 
pany, Cleveland. Mr. Thompson was formerly 
with the Bonnar-Vawter Fanform Company. 


Mr. S. K. Waters, formerly treasurer of the 
Houston office of Crown Central Petroleum 
Corporation, is now located in the Baltimore 
office of this company and holds the same po- 
sition. Mr. Waters is a member of The Insti- 
tute, having been elected to membership in 
June, 1941. 


Mr. John Ramsey Fincher, formerly vice 
president, secretary and treasurer of Fairmont 
Aluminum Co., of Fairmont, West Virginia, 
recently announced the opening of an office in 
Baton Rouge, Louisiana, to provide services in 
connection with auditing, cost accounting, tax 
returns, and like matters. 


Mr. Walter Betz is now associated with the 
controller's department of Continental Can 
Co., New York, N. Y. Previously serving as 
controller of Airadio, Inc., Stamford, Mr. 
Betz is secretary of the Bridgeport Control of 
the Controllers Institute of America. 


Mr. French Peterson, formerly with E. M. 
Weymer Co., Chicago, has joined the staff of 
Griffenhagen & Associates, it was announced 
recently. Mr. Peterson has been a member of 
the Controllers Institute of America since June, 
1943. 


Mr. Ford M. Thudson, holder of certificate 
number 1461 in the Controllers Institute of 
America by virtue of election in August, 1939, 
has recently taken office as treasurer of The 
Waldorf-Astoria hotel, following the annual 
stockholders meeting and elections. For the 
past six years, Mr. Thudson served as comp- 
troller of The Hotel Waldorf-Astoria Corp. 


Mr. N. P. Dussinger was recently promoted 
to the post of assistant vice-president of Gen- 
eral Baking Company, New York City. Mr. 
Dussinger, a member of the Controllers In- 
stitute of America since August, 1941, had 
previously served as controller. At the same 
time it was announced that Mr. W. J. Farran 
had been named as controller, and Mr. T. A. 
Mulligan as deputy controller of the company. 


Three members of The Institute are serv- 
ing on the Committee on Social Security, 
Chamber of Commerce of the United States. 
They are: Mr. Brooke E. Furr, treasurer, Mc- 
Cormick & Co., Inc., Baltimore; Mr. Harry C. 
Gretz, assistant comptroller, American Tele- 
phone & Telegraph Co., N. Y. C.; and Mr. 
Hugo Kuechenmeister, controller, Ed. Schuster 
& Company. Inc., Milwaukee. 


Mr. Dudley S. Mallory, a member of The 
Institute, who has been secretary-treasurer of 
the Industrial Rayon Corp., Cleveland, since 
1942, has been named treasurer of the firm. 


Appointment of Mr. H. O. Corder as dj. 
rector of the controller division, Program 
Controls Bureau, was announced recently by 
Mr. S. W. Anderson, program vice chairman 
of the War Production Board. At the same 
time, Mr. Anderson announced the appoint. 
ment of Mr. J. Donald Kershner as deputy 
director of the controller division. Previously, 
Mr. Corder had been chief of the accounting 
systems branch of the controller division. For 
two years immediately preceding his service 
with the War Production Board, he was a 
systems expert with a manufacturer of busi- 
ness machines. Mr. Kershner is a certified pub. 
lic accountant from Maryland. 


Mr. Guy S. Peppiatt, a member of the Con. 
trollers Institute of America, has been elected 
executive vice-president in charge of manufac. 
turing and related activities of the Federal. 
Mogul Corp., Detroit, it was recently an- 
nounced. Mr. Peppiatt has been associated with 
the company for 18 years, more recently as 
controller and executive assistant to the presi- 
dent. Mr. Samuel E. MacArthur has been ap. 
pointed controller, to succeed Mr. Peppiatt. 


Mr. Rodman McClanahan, vice-president and 
controller of United Public Utilities Corpora- 
tion, Chicago, has been elected general auditor 
of Middle West Service Company. Mr. L. E. 
Nash, assistant to the general auditor of Mid- 
dle West Service Company will continue in 
that capacity and, in addition, will act as 
assistant to the controller, Mr. C. E. Packman, 
a member of the Controllers Institute of 
America. 


Mr. Roy N. Dreiman, general auditor, as- 
sistant treasurer and a director of the Coast 
Counties Gas and Electric Company was te- 
cently appointed to the position of comptroller 
of Pacific Public Service Company, Arrowhead 
and Puritas Waters, Inc., and the Coast Coun- 
ties Gas and Electric Company, with head- 
quarters in San Francisco. 


Mr. A. Gordon Patterson, a° member of 
The Institute, was recently named assistant 
secretary and treasurer of The Electric Con- 
troller & Manufacturing Co., Cleveland. Mr. 
Patterson previously held the post of treasurer 
of the company, and succeeds Mr. J. S. McKee 
who retired to the board of directors. 


Mr. Cecil H. Candee, secretary and treasurer 
of Tradewell Stores, Inc., Seattle, and Mr. 
Gregory §. Morris, assistant to the general 
manager of Associated Shipbuilders, Seattle, 
were elected at a recent meeting of the board of 
directors of the Seattle Control to complete the 
unexpired terms of directors Harold E. Bowman 
and Eugene C. Moeloth. Mr. Bowman had 
previously resigned due to conditions beyond 
his control and Mr. Moeloth had resigned fol- 
lowing his transfer to Chicago. Mr. Bowman, 
who was serving as secretary, treasurer, Com 
troller and director of Boeing Aircraft Com- 
pany, Seattle, and Mr. Moeloth, controller of 
Frederick & Nelson, were charter members 0 
the Seattle Control. 


Mr. Henry Z. Walck, formerly treasurer of 
the Oxford University Press, New York, Inc, 
has been elected vice-president and managet 0 
that company, it was recently announced. Mr. 
Walck, a member of The Institute since Octo- 
ber, 1938, succeeds Mr. Paul Willert, who 
joined the British forces. Mr. Walck was 4350 
ciated with Putnam's and Prentice Hall before 
joining Oxford University Press in 1936. 
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Here’s help for you 
on Contract Terminations 


How to plan your internal contract 
termination organization 


What paper work is needed 


How to produce this paper work quickly, com- 
pletely, in keeping with government requirements 





Simple facts about the mechanics of contract windups explained 
clearly in one booklet, ‘“‘The ABC of Contract Termination’’ 


Even the apparently complicated, time-taking 
procedures involved in contract terminations 
can be reduced to relatively simple terms. 
You’ll find an easy-to-read outline of paper 
work requirements and a sound method for 
meeting them in our new booklet offered here. 


The basis of this method is the use of the 
Mimeograph* duplicator. In addition to its 
other advantages in this application, and they 
are considerable, it has a unique answer to a 






Mimeograph 











duplicator 


*MIMEOGRAPH is the trade-mark of A. B. Dick Company, CITY 
Chicago, registered in the U. S. Patent Office. 





paramount requirement: 
that copies of all paper work be 
clearly legible for a period of years. 
The crisp, black-on-white copy produced on 
the Mimeograph duplicator with Mimeograph 
brand supplies is permanently legible. It will 
not smudge or fade in spite of constant han- 
dling, weather, exposure, oils, and other chem- 
icals common to industrial plants. 


A. B. Dick Company, Chicago. 


<1 SEND FOR YOUR FREE COPY TODAY 


A. B. Dick Company, 720 W. Jackson Blvd., Chicago 6, Dept. Q-445 
Send me a free copy of your booklet, “The A B C of Contract Termination.” 


SOPHO EHO EE EHEEEEH EE EH SHEE EE EE SESE SESE EE EE EE EEESEEEE EEE EE EES 


COPYRIGHT 1944, A. B. DICK COMPANY 
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INSTITUTE ACTIVITIES 








Institute Members Active in Move 
for Merit Rating in N. Y. State 


Legislative hearings on proposed merit rat- 
ing legislation for New York State were held 
in Albany on March 6 with representatives of 
the recently organized New York State Legis- 
lative Committee, representing the Buffalo, 
New York City, Rochester and Syracuse Con- 
trols, in attendance. Mr. William Widmayer, 
chairman of the New York State Legislative 
Committee, testified at the hearing in favor of 
the Young-Demo bill. Other Institute mem- 
bers in attendance were: Mr. Thomas L. Evans, 
vice-president of the Buffalo Control, and treas- 
urer and director of the J. N. Adam & Com- 
pany, Buffalo, and Mr. John A. Williams, past 
president of the Syracuse Control, and assist- 
ant controller of the Niagara Hudson Power 
Corporation, Syracuse. 


SEC Drafts New Form 
For Registration 


The Securities and Exchange Commission 
announced on February 19 that a draft had 
been prepared of a new simplified form for the 
registration of shares of corporations in the 
promotional or development stage under the 
Securities Act of 1933. In keeping with its 
practice, the Commission sent copies of the 
proposed registration form to various indivi- 
duals, organizations, and firms interested in 
primary financing, for their comments and 
suggestions, including the Committee on Co- 
operation with the SEC, of the Controllers In- 
stitute of America. 

The proposed form is not to replace an 
existing form, but is designed instead to meet 
the particular needs of corporations of the 
aforementioned types which are without sub- 
sidiaries or funded debt and have not been in- 
volved in a recent succession to the business of 
another concern. It is felt that the form will 
prove helpful to new corporations, particularly, 


when wartime conditions become ameliorated. 

The simple type of registrant visualized in 
drafting the form has permitted simplification 
of the various items of the form and the finan- 
cial statements. A balance sheet is not required 
to be filed in the usual case. Instructions, 
where necessary, immediately follow the vari- 
ous items of the form and have been prepared 
with the view of showing clearly the type of 
information sought to be disclosed by such 
items. 





Mid-West Conference at Detroit 
Cancelled by Directors 


In line with the request of federal 
authorities that all general confer- 
ences and meetings involving at- 
tendance and travel of more than 50 
people be cancelled, the plans for 
the annual Mid-Western Confer- 
ence of Controllers, have been aban- 
doned. The event was scheduled to 
be held in Detroit on May 13-15 
under the auspices of the Detroit 
Control of the Controllers Institute 
of America. 

The decision regarding the 14th 
Annual Meeting of The Institute— 
scheduled for September 23-26, 
1945, in Chicago—has been held in 
abeyance pending developments in 
the war situation. Word as to the 
final decision regarding the annual 
meeting will be made available as 
soon as possible. 











One Controller's Wartime Role 
Is Depicted 


A current example of what a controller can 
contribute to the winning of the war is in- 
dicated in a recent letter received by National 
Headquarters of the Controllers Institute of 
America, from Colonel Karl Clement, who 
during the past year, served on General Doo- 
little’s staff of the Eighth Air Force. 

Colonel Clement returned to this country 
late in 1944 and attended the Command and 
General Staff School at Leavenworth, Kansas. 
Before going into service, he was connected 
with Vick Chemical Company in New York, 
as controller. In the course of his recent letter 
he writes the following remarks, which are 
published by permission: 

“I went overseas in April, 1942 as a mem- 
ber of General Eaker’s staff to participate in 
the formation of an American bomber force in 
England. Starting from nothing except a direc- 
tive, there was established an air force which 
in size is unequaled, and which—as you have 
read in the papers—can dispatch thousands 
of aircraft daily. 

“My first work was in the A-4 section (Sup- 
ply and Maintenance) where we had to plan 
for the flow of aircraft and supplies, schedule 
the construction of our airfields, arrange for 
purchases, handle lease-lend accounting, fol- 
low wastage or attrition rates of everything 





from barracks equipment to tires. It was work 
very much akin to comptrollership—but for a 
corporation whose assets we figured one day 
would run around five billion dollars—not 
counting anything for “goodwill”. I was execu- 
tive (chief assistant) to the head of the section 
(General Fred Castle). 

“After a year and a half in that spot I was 
transferred to operations (A-3) where I was 
administrative executive to the chief of op- 
erations. That work, in an underground office 
(bomb-proof) kept me busy 10 to 12 hours 
per day for practically another year and a half. 
The news center of an Air Force is in its op- 
erations office—and everything cleared through 
there. It was interesting, fascinating work. We 
were in constant, 24 hour, contact with our 
higher and lower headquarters, collecting, pass- 
ing, reviewing information, reports, orders, 
requests and the like. 

“Two things stand out to me resulting from 
my Army life to date—one,—there is no sub- 
stitute for capable man-power, men who can 
reason and carry out their assignments—two,— 
the necessity for coordinating important mat- 
ters with all concerned before policy decisions 
are made, so that changes can be made, and 
all parties aware of what is being done.” 





Books Received by 
The Institute 


Since January 1, 1945 


JANUARY, 1945 


1. ‘Business Leadership in 
Large Corporation” $ 3.00 


By R. A. Gordon 
Published by: The 
Brookings Institution 


2. “Sociology of the Ren- 
aissance”’ $ 2.50 


By Alfred Von Martin 
Published by: Oxford 
University Press 


3. “Retail Trade Associa- 


tions” By Hermann Levy $ 4.00 
Published by: Oxford 
University Press 


4. “Creative Demobilisa- 


tion’—Volume I & II $12.00 
By E. A. Gutkind 


Published by: Oxford 
University Press 


5. “Providing for Unem- 


ployed Workers in the 


Transition” $ 1.50 


By Richard A. Lester 
Published by: McGraw- 
Hill Book Company 


FEBRUARY, 1945 


1. “International Tribunals” $ 2.50 
By Manley O. Hudson 
Published by: The 
Brookings Institution 
2. ‘“Tomorrow’s Business” $ 2.50 


By Beardsley Ruml 


Published by: Farrar 
& Rinehart, Inc. 


3.“Plan for Reconstruc- 


tion” By W. H. Hutt $ 4.50 
Published by: Oxford 
University Press 


4. “Proceedings of the New 


York University Third 

Annual Institute on 

Federal Taxation” 

By N. Y. University 
Published by: Banks 
& Company 


MARCH, 1945 


1. “General Accounting”  $ 5.35 


By H. A. Finney 
Published by: Prentice- 
Hall, Inc. 


2. ‘A Miniature History of 


the War” $ 1.50 
By R. C. K. Ensor 
Published by: Oxford 
University Press 


3/10/45 
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Troubled about 
"labor Law’’ Problems? 


® Here in CCH’s practical LABOR LAW REPORTS is pro- 
vided swift, complete, and dependable coverage of 
“labor law.”’ Its informative weekly issues span the whole 
work-a-day world of statutes, regulations, rulings, court 
and administrative decisions, returns, forms, reports, in- 
structions concerning the important federal and state 
regulation of labor relations and wage-hour problems. 


© Coverage includes: Wage and Salary Stabilization Law, 
War Labor Disputes Act, Overtime Pay Order, National 
Labor Relations Act, Fair Labor Standards Act, public 
contracts laws relating to wages and hours, anti-injunc- 
tion laws, state labor relations acts, state wage and hour 
laws, etc. 


© Pertinent amendments, regulations, rulings, interpreta- 
tive bulletins, and court decisions are likewise promptly 
reported. Thus, subscribers always have the last word, 
the newest development, the latest twist and turn of 
events of interest or importance in the field of ‘labor law.”’ 


Write for Complete Details 


COMMERCE) CLEARING: HOUSE; ING. 


PUBLISHERS OF TOPICAL LAW REPORTS 


NEW YORK 1 CHICAGO 1 WASHINGTON 4 
EMPIRE STATE BLDG. 214 N. MICHIGAN AVE. MUNSEY BLDG. 
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Current Activities of Institute 
Outlined in Report 


A report by the managing director of the 
Controllers Institute of America, dated March 
2, 1945, and submitted to the National Board 
of Directors on March 5, 1945, included these 
items: 


War Service by Members: 

Forty-one members of The Institute are or 
have been in uniform in the armed services 
of the United States since war was declared. 
Two of them are in temporary service as re- 
serves, and combine their duties with their 
civilian pursuits. Five of them have completed 
their tours of duty and returned to civilian 
life. This group is in addition to the many 
members of The Institute who have served the 
Government and its branches in war activities, 
in advisory and other technical capacities. The 
list is appearing in the 1944 Year Book, and 














Property Facts 
Are Basic 


The starting point 
for sound solution of 
problems of Income 
Taxation, Reconver- 
sion, Accounting, 
Insurance and Finance 
is an accurate knowl- 
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Property Facts. 
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will be published also in an early issue of 
THE CONTROLLER. 


Cancellation of Spring Conferences: 


The decision not to attempt to obtain ap- 
proval by the War Committee on Conven- 
tions, of the proposed Spring Conferences in 
New York (in March) and in Detroit (in 
May) puts emphasis on the value of the meet- 
ings of Controls during this period. The meet- 
ings of Controls must, under these circum- 
stances, take the place of the regional meet- 
ings. Program Committees of the Controls are 
thus challenged to provide opportunities for 
discussion by their members of current sub- 
jects which would have constituted the pro- 
grams of the regional meetings. 


Government Questionnaire Committee: 

This Committee met in Washington on Feb- 
ruary 6. Mr. E. E. McConnell, one of The 
Institute’s two members of the Committee, at- 
tended. A report was prepared by the Commit- 
tee, to Senator James E. Murray, Chairman of 
a Special Committee to Study Problems of 
American Small Business, concerning the work 
of the Advisory Committee on Government 
Questionnaires. As a part of that report, Presi- 
dent E. W. Burbott, of The Institute, wrote a 
letter for transmittal to Senator Murray, in 
which he said: 

“Enactment of the Federal Reports Act, com- 
ing when it did, and the authority which it 
gave to coordinate the Federal reporting sys- 
tems, have been of special interest and benefit 
to the controllers of American business. Be- 
cause controllers were so intimately aware of 
the burden which had been imposed upon busi- 
ness by questionnaires, the Institute was among 
the first to recognize the opportunity which the 
Advisory Committee afforded and which was 
strengthened by the Act. 

“New problems which the war forced on 
the Government have, of course, required more 
and more reports and records. The imposition 
of requirements that were not in harmony with 
the records normally kept by business, or the 
duplicating reports with perhaps needless vari- 
ations, would have had, if continued in the 
absence of a Federal Reports Act, a damaging 
effect on business. This would have been so, 
too, with less intelligent administration of 
the Act by the Budget Bureau. Controllers, 
who know the kinds of information which an 
executive requires for good company manage- 
ment, have been enabled to impart their ex- 
perienced knowledge to those in government 
who have had the same needs for data.” 


Committee Appointments: 

Lists were sent to Controls during the past 
month, of members who have been appointed 
to national committees. The full list of com- 
mittee appointments appears in the 1944-1945 
Year Book. It should be in members’ hands 
shortly. 


Anniversary Meeting in Philadelphia: 

The Philadelphia Control will observe the 
tenth anniversary of its formation with a spe- 
cial meeting on April 5. Many of the national 
officers and directors will attend. 


Postwar Controllership Committee: 


This Committee is assembling material to 
be included in a new report, to be issued in 
the late spring or summer. 


Membership Growth: 
Application for membership in the first half 








of the current fiscal year numbered 212. This 
is considerably more than half of the number 
estimated for the year. 


* 
Actions Taken by Institute’s 
Board of Directors 


The Board of Directors of the Controllers 
Institute of America, at a meeting held March 
5, 1945, designated fifteen men to serve as 
trustees of the Controllership Foundation, Inc., 
under the provisions of the By-Laws of the 
Foundation. They are: 


James C. Anderson, Standard Oil Company 
(New Jersey), New York City 

H. P. Buetow, Minnesota Mining & Manu- 
facturing Company, St. Paul 

Edwin W. Burbott, A. B. Dick Company, 
Chicago 

Thomas W. Dinlocker, S K F Industries, 
Inc., Philadelphia 

John A. Donaldson, Butler Brothers, Chicago 

Stanley W. Duhig, Shell Union Oil Corpo- 
ration, New York City 

Verl L. Elliott, The Atlantic Refining Com- 
pany, Philadelphia 

Daniel J. Hennessy, Long Island Lighting 
Company, Mineola, New York 

Frank L. King, The California Bank, Los 
Angeles 

Oscar N. Lindahl, Carnegie-Illinois Steel 
Corporation, Pittsburgh 

Lloyd D. McDonald, The Warner & Swasey 
Company, Cleveland 

John C. Naylor, Pet Milk Company, St. 
Louis 

Paul J. Urquhart, Aluminum Company of 
America, Pittsburgh 

C. J. Van Niel, Eastman. Kodak Company, 
Rochester 

Professor Ross G. Walker, Harvard Gradu- 
ate School of Business Administration, 
Boston. 


Applications for membership in The In- 
stitute from thirty-four men, who had been 
approved by the Admissions Committees of 
Controls and by the National Admissions Com- 
mittee, were approved, and the candidates 
elected to active membership. 

The Committee on Eligibility Standards, of 
which Mr. John E. Hearst, of Detroit, is chair- 
man, was asked to review the standards of 
eligibility, and submit recommendations te- 
garding any desired tightening of the stand- 
ards and the application of the standards, as 
well as definite instructions for the handling 
of membership applications on the part of lo- 
cal Control Admissions Committees. 

It was recommended also that Mr. Hearst's 
Committee consider the policy to be followed 
in connection with men who leave controller- 
ship posts for non-controllership activity, such 
as public accounting, as well as sales tepre- 
sentation and other pursuits. : 

Another suggestion made to the Commit 
tee was that at the next Annual Meeting there 
should be a session of members of local Con- 
trol Membership Committees as well as the 
National Admissions Committee to consider 
membership qualifications and like matters. 

It was generally agreed, without formal ac- 
tion, that The Institute should continue to ex- 
tend invitations to membership to likely can- 
didates. This discussion resulted from a request 
from a local Control for a ruling as to policy 
regarding the extending of invitations to mem- 
bership, it being felt by members of the pat- 
ticular Control that no solicitation of any type 
be engaged in but that applications develop 
only on the initiative of the prospective aP- 
plicant. 
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TAKE it by and large, the No. 1 head- 
ache of modern business is wasted time. 


Messengers, clerks and executives 
traipse around correcting what could 
have been done right the first time by 
clear instructions, clearly transmitted. 


Your business forms can be efficient. 
They can speed up the writing of hand- 
written records as much as 172%, of 
machine-written records, 95%. They 
can reduce confusion, overlapping, the 


cost of tedious routine. They can be 
custom-built to save you thousands of 
hours yearly! 


The nine companies listed below 
have long been under Moore owner- 
ship. Now they combine under the 
Moore name—forming the largest com- 
pany of its kind in the world. For the 
first time, a fund of experience so di- 
verse as this is available on a nation- 
wide scale. Moore goes every step of 





AMERICAN SALES BOOK CO., INC., NIAGARA FALLS; ELMIRA, N. Y. 

PACIFIC MANIFOLDING BOOK CO., INC., EMERYVILLE; LOS ANGELES, CALIF. 
GILMAN FANFOLD CORP., NIAGARA FALLS, N. Y, 

COSBY-WIRTH MANIFOLD BOOK CO., MINNEAPOLIS, MINN. 

MOORE RESEARCH & SERVICE CO., INC., NIAGARA FALLS, N. Y. 

SOUTHERN BUSINESS SYSTEMS, INC., ORLANDO, FLA. 


In Canada—Moore Business Forms, Ltd., succeeding Burt Business Forms, Ltd., Toronto; 
Western Sales Book Co., Ltd., Winnipeg and Vancouver; 
National Sales Check Book Co., Ltd., Montreal 


the way for you, from preliminary 
studies to actual printing in lots of hun- 
dreds or millions. 


The Moore specialist who is ready 
to consult with you speaks the language 
of your own business. Let him demon- 
strate now how Moore business form 
engineering and printing can show 
results. Get in touch with the Head- 
quarters of your nearest Moore di- 
vision, as listed below, or its local office. 


MOORE BUSINESS FORMS, inc. 


ADV. BY H.W. AVER 
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MEETINGS OF CONTROLS 








WESTERN MICHIGAN 
Topic: BUDGETS 
The February meeting of the Western Mich- 
igan Control of The Institute was held at 
Grand Rapids, at which Mr. Gilbert A. Peters 
of Kaydon Engineering Corporation, Muske- 
gon, discussed “Budget and Budgetary Con- 
trol.’”” The members present also expressed for- 
mally their regrets at the recent passing of 
Mr. J. C. Grainger, who previously served as 

secretary of the Control. 


TWIN CITIES 
SPECIAL PROGRAM 
The meeting of the Control which is an- 
nually sponsored by Mr. C. W. Perrine, of 
the Minnesota Amusement Company, was 
staged this year on March 6 instead of in May, 
as Originally scheduled. After dinner, the 
members of the Control adjourned to the Min- 
nesota Amusement Company’s offices where 
they witnessed a preview of new and exciting 
pictures. A number of movie-minded execu- 
tives, and guests of members, also attended. 
By reason of this change of program for the 
March meeting, the May meeting will be held 
in St. Paul. 


TOLEDO 
Topic: INSURANCE 
At their March 8 regular monthly meeting, 
which was held at the Hotel Secor, the mem- 
bers of the Toledo Control of The Institute 
had as their discussion leader, Mr. J. E. Epler, 
Western Adjustment and Inspection Com- 
pany. Mr. Epler led the group in a discus- 
sion on “Insurance Protection from the View- 
point of the Controller.” 


SYRACUSE 
ROUND TABLE DISCUSSION 
The Syracuse Control of The Institute held 
a round table discussion on “General Account- 
ing Problems” at its March 30 meeting held in 
Tubbert’s Restaurant. 
SPRINGFIELD 
Topic: VETERAN RE-EMPLOYMENT 
Members of the Springfield Control of The 
Institute heard Major Edward A. Sherman, 
A. G. D. Chief of Personnel Affairs Branch, 
Army Service Forces, make an address on ‘‘Re- 
employment of Veterans,’ at their March 20 
regular monthly meeting which was held in 
the Hotel Sheraton. 


SEATTLE 
Topic: GOVERNMENT CORPORA- 
TIONS 
Mr. Eric Kohler, C.P.A., of Allen R. Smart 
& Co., was the guest speaker at the March 7 
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regular monthly meeting of the Seattle Con- 
trol, held in the Washington Athletic Club. 
Mr. Kohler chose for his subject, ““Audit Con- 
trols of Government Corporations.” 


ST. LOUIS 
Topic: CONTROLLERS’ PROBLEMS 


Mr. James E. Roantree, controller, Anheuser- 
Busch, Inc., was the discussion leader at the 
regular monthly meeting of the St. Louis Con- 
trol, held on March 27 at the Hotel Statler. 
“Controllers’ Problems’ was the — subject 
chosen for the discussion led by Mr. Roan- 
tree. 


SAN FRANCISCO 
Topic: POSTWAR WORLD TRADE 


“Are Financial Resources Adequate for Post- 
war World Trade” was the subject for discus- 
sion at the March 15 regular monthly meeting 
of the San Francisco Control, which was held 
at the St. Francis Hotel. The speaker for 
the evening was Mr. Emil Leuenberger, vice- 
president and manager of the foreign depart- 
ment of the Wells Fargo Bank & Union Trust 
Company. 


ROCHESTER 
Topic: STATE FRANCHISE TAX 


The New York State franchise tax was the 
subject for discussion on February 28 at the 
dinner meeting of the Rochester Control held 
at the Rochester Club. The discussion leader 
was Mr. Rollin Browne, commissioner of taxa- 
tion and finance, and president of the Tax 
Commission of the State of New York. Mr. 
Browne was accompanied by two of his asso- 
ciates, Mr. E. W. Burton, deputy commissioner, 
and Mr. John W. Dennin, tax supervisor of 
the Rochester district. A number of members 
had, as guests at the meeting, the tax officials 
of their respective companies. 

At the January 31 meeting of the Control, 
Dr. Alan Valentine, president of the Univer- 
sity of Rochester, was discussion leader on 
the subject of ‘Federal Legislation—Its Effect 
on Business through Education.’’ The Control 
had as its guest, at this meeting, Mr. Arthur 
R. Tucker, managing director of The Insti- 
tute. Since this meeting was ‘Executive 
Night,” various members attending were ac- 
companied by the president or other chief offi- 
cers of their companies. 


QUAD CITIES 
Topic: NATIONAL DEBT 
Mr. J. H. Baethke of Boss Manufacturing 
Company was the discussion leader at the 
March 1 meeting of the members of the Quad 
Cities Control which was held in the Park- 
side Hotel, Kewanee, Illinois. The topic chosen 
for the evening was ‘““The National Debt.” 


PITTSBURGH 
Topic: PROFIT ANALYSIS 
Mr. C. S. Carney, industrial engineer, of 
Stevenson, Jordan, & Harrison, Inc., was the 
guest speaker at the March 19 monthly meet- 
ing of the Pittsburgh Control of The Institute. 
“Analyzing the Profit Structure of a Corpora- 
tion to Aid Management in Profit Planning’ 
was the subject chosen for discussion by Mr. 
Carney. 


PHILADELPHIA 
Topic: POSTWAR RACE RELATIONS 


Mr. Lessing J. Rosenwald, former chairman 
of the Board of Directors of Sears Roebuck 
and Co. and former director of Gimbel Bros., 





Inc., was the guest speaker at the March 1 
meeting of the Philadelphia Control which 
was held in the Warwick Hotel. Mr. Rosen. 
wald analyzed “Racial Problems in the Post. 
war World.” 


NEW YORK CITY 
Topic: STABILIZATION PROGRAM 


“The wage stabilization program, from the 
standpoint of policies and basic rules govern. 
ing adjustments in rates and schedules, is now 
in effect completed,’ Mr. Theodore W. Kheel, 
executive director of the National War Labor 
Board, Washington, D. C., declared before the 
March 8 dinner meeting of the New York City 
Control which was held in the New Yorker 
Hotel. Mr. Kheel, who had previously ad- 
dressed the Control in December, 1942, stated 
that his views were based on the report made 
to the President, a few weeks before the 
meeting, by the Wage Stabilization Board. In 
the report, the board analyzed the wage ad- 
justments that had taken place since January, 
1941, in relation to changes in the cost of 
living. 


MILWAUKEE 
Topic: UNIVERSITY’S PLANS 


Members of the Milwaukee Control were 
fortunate in hearing Professor F. H. Elwell, 
dean of the College of Commerce, University 
of Wisconsin, discuss ‘The Plans of the New 
University of Wisconsin School of Commerce” 
at their March 13 meeting which was held at 
the Pabst Blue Ribbon Hall. 


LOUISVILLE 
Topic: FOREIGN POLICY 
Mr. Lisle Baker Jr., vice-president and treas- 
urer of The Courier Journal and Louisville 
Times, was the guest speaker at the February 
28 meeting of the Louisville Control of The 
Institute which was held in The Pendennis 
Club. His subject for discussion was “Some 
Aspects of our Foreign Policy.” 


LOS ANGELES 

Topic: WARTIME CONTROLLERSHIP 

Mr. Ralph V. Hunt, vice-president and con- 
troller of Douglas Aircraft Company, Inc., pre- 
sented an address on “The Contribution of 
Controllership to the War Effort’’ at the reg- 
ular monthly meeting of the Los Angeles Con- 
trol, which was held in the Hotel Clark on 
March 15. 


KANSAS CITY 
Topic: INSURANCE 
Mr. W. J. Welsh, a member of the firm of 
Mann-Barnum-Kerdolff and Welsh, made a 
presentation on “Liability Insurance” at the 
regular monthly meeting of the Kansas City 
Control which was held on March 12 at the 
University Club. Following his address, Mr. 
Welsh conducted a “question and answer’ p¢- 
riod relating to insurance. 


INDIANAPOLIS 
Topic: PREDETERMINATION 


Mr. Edward J. Dowd, a member of the In- 
dianapolis Control, and controller of Schwitzer- 
Cummins Company, acted as discussion leader 
at the February 28 meeting of the Control 
which was held in the Hotel Lincoln. The 
discussion centered around the subject of “Pre- 
determination of Termination Costs and Pre- 
determination of Inventory Disposal.” 
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| with TIME-SAVING features worth real money 


What a blessing! One form that covers all the details of 
Federal and State Withhelding . . . AND Social Security! 
| Scientifically designed; Government approved; carbon in- 
terleaved Redifixt so that two copies stay together until you 
detach your file copy; special tab on State information 
form; special space for Social Security. We imprint to your 
requirements. Write at once for folder containing valuable 
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pertinent information . . . and by all means see and ex- 
amine this time-saving, money-saving, patience-saving form 
personally . . . then you'll know what we mean! 
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Pay-dirt is soil with gold in it. . . 
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find in the time saved by using this 
scientific new tax-finding calculator. 
You know the minutes and grief to 
be saved by just setting a dial to a 
given wage, and reading at a glance 
the exact tax, regardless of how 
many exemptions. Try E-Z once, 
you'll never want to be without it 
again . . . as thousands attest. 
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Wage Control Relaxation Now 
Held Inappropriate 


Peace-time living standards of em- 
ployees have not been impaired during 
the war and it would be inappropriate 
to relax wage controls at this time, Mr. 
Theodore W. Kheel executive director of 
the National War Labor Board, Washing- 
ton, D. C., declared at a recent meeting 
of the New York City Control of the 
Controllers Institute of America. 

. Pointing out that it required about 
two years for the National War Labor 
Board to formulate the necessary policies 
and basic rules regarding adjustments in 
wage rates and wage rate schedules, Mr. 
Kheel declared that the wage stabiliza- 
tion program, in effect, has been com- 
pleted. In support of this statement, he 





U. S. Treasury interpretations of 
Section 722 of the Revenue 


Act of 1942 stress the impor- 
tance of demand studies in prov- 
ing cases and the necessity for 
eliminating the effects of general 
business conditions in recon- 
structing earnings. Techniques 
required are explained in the 


pioneer work 


DYNAMIC 
ECONOMICS 


by 
CHARLES F. ROOS 


Chapters include: Demand for 

Consumers Goods, Automotive 
Demand for Gasoline, Demand 
for Agricultural Products, De- 
mand for Capital Goods, Factors 
Influencing Residential Building, 
Growth and Decline of Industry, 

' Joint Demand and Loss Leaders. 
Production, Costs and Profits, 
and Adjustments of Costs. 


A few copies are still available. 
Price $5.00 


THE ECONOMETRIC INSTITUTE, Inc. 
500 Fifth Ave., New York 18, N. Y. 











pointed to the report by the National 
War Labor Board, issued early in 1945, 
in which the Board analyzed wage ad- 
justments since January, 1941 in rela- 
tion to changes in the cost of living. 

“Unless the President should dis- 
agree with the conclusion of the Board,” 
Mr. Kheel stated, “it is safe to assume 
that there will not be any major changes 
in our program between now and such 
time as the course of the war results in 
a substantial change in our domestic econ- 
omy. 

“In analyzing wage adjustments dur- 
ing the war,” Mr. Kheel continued, 
“the Board made certain observations 
which, in my judgment, should be of 
considerable interest to employers as 
well as labor organizations. The Board 
found that the average straight-time 
hourly earnings of employees had risen 
36 per cent. since January 1941. This 
was compared with the 30 per cent. rise 
in the cost of living during the same 
period. Of the 36 per cent. rise in aver- 
age straight-time hourly earnings, 20 
per cent. was due to changes in wage 
rates. The other 16 per cent. resulted 
from the manner in which the wage 
rates were applied. : 

To be specific, let us take th> occupa- 
tions of machinists A, B, and C. The 
rates for these jobs might have been 
$1.20, $1.10, and $1.00 respectively. It 
is such wage rates that the Board has 
found have risen 20 per cent. However, 
before January, 1941, the distribution 
of employees within those three grades 
might have included a large number 
in Grade C, with very few in Grade A. 

“During the war up-gradings have 
been granted on a rather liberal basis 
with the result that there is today a far 
greater concentration of employees in 
Grade A. This has caused the average 
straight-time hourly earnings to rise 
substantially, even though the rates 
themselves changed only 20 per cent. 
By the same token, liberal merit in- 
creases have driven up the average 
straight-time hourly earnings. The 
Board concluded that increases in aver- 
age straight-time hourly earnings due 
to the liberal administration of wage 
rate schedules should be taken into ac- 
count in determining if peace-time 
standards have been impaired. 

“These findings underline the im- 
portance of the manner in which a wage 
schedule is administered. Companies 


and unions generally devote all of their 
attentions to wage rates. They fre- 
quently overlook the importance of the 
manner in which the wage rates are ap- 
plied. It is my judgment that the ap- 
plication of wage rate schedules is a 
matter that will and should become of 








increasing importance to employers and 
labor organizations during the days to 
come. 

“A matter of considerable interest to 
controllers is the question of enforce. 
ment of the wage stabilization program, 
As you undoubtedly know, the law pro. 
vides very heavy penalties for violations 
of the rules of wage stabilization. The 
most onerous penalty is the disallow. 
ance for income tax purposes of the 
total wages paid to employees. The 
Board has authority to recommend the 
mitigation of this severe penalty in ap. 
propriate cases. 

“I would like to state, for your in- 
formation the basic policy of the Board 
in regard to enforcement. We are not 
engaged in the enforcement program 
for the purpose of penalizing employers. 
Our objective is to achieve wage sta- 
bilization, and the enforcement program 
is merely an instrument in the fulfill- 
ment of this objective. We therefore 
concentrate our attentions primarily on 
those violations which are likely to be 
most unstabilizing. In such cases, we 
insist upon a roll-back in the wage rates. 
We will, however, take into account the 
employer's good faith in determining 
the extent to which he should be penal- 
ized for the violation. 

“Undoubtedly, there are many minor 
violations that have been made during 
the course of the last two years. As to 
those, I suggest you bring them to the 
attention of our regional people in 
order that you might get your records 
in proper order. You will find, I am 
sure, that they will be most cooperative 
in such cases and will try to help you 
as much as possible to keep the books 
straight.” 


A. T. & T. Announces Plans for 
Employees in Service 


American Telephone & Telegraph Co. an- 
nounced its employes in the armed services 
will receive a rate of pay when they return to 
work which will be the same as if they had 
worked continuously with the company in the 
jobs which they held before leaving for military 
service. In letters to headquarters employes 
and those of the long lines department, the 
company also informed them that the entire 
period of their leaves would be counted as 
Bell System service under the company’s benefit 
and pension plan. 


WDC Premiums and Losses 


The War Damage Corporation in January 
issued figures on its operations during the last 
two and a half years. More than 6,500,000 pol- 
icies have been issued covering policyholders 
against loss resulting from enemy attack of 
from action of American forces in resisting 
enemy attack. The Corporation’s maximum 
insurance liability has been $140,000,000,000, 
including $3,500,000,000 on money and secutfi- 
ties. It has collected $223,987,000 net pre- 
miums. It has paid $323,800 for losses occut- 
ring before July 1, 1942. Most of that was 
in Hawaii and Alaska. All property was auto- 
matically insured before July 1, 1942, with no 
premiums required. Payments to policyholders 
for losses, after July 1, 1942, were not an- 
nounced but are believed to be much less. 
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HOUSTON 
Topic: CONTROLLER’S INTEREST IN 

SALES 
“Sales Promotion and the Controller’ was 
the subject discussed by Dean A. Strickland, 
general sales manager, United Gas Corpora- 
tion, at the March 27 meeting of the Houston 
Control, which was held at the Houston Club. 


HARTFORD 
Topic: INTERNAL AUDITING 


Mr. Arnold Wolf, of the Scovill Manufac- 
turing Company, presented an address on “In- 
ternal Auditing’’ at the March 15 meeting of 
the Hartford Control, held at the Elm Tree 
Inn, Farmington. 


DISTRICT OF COLUMBIA 
Topic: CONTROLLERSHIP FOUNDA- 
TION 


The District of Columbia Control of The 
Institute held its regular monthly meeting on 
March 27 at the Carlton Hotel. Mr. W. R. 
Little led a discussion on the ‘‘Controllership 
Foundation,” and this was followed by a dis- 
cussion on some aspects for the developing 
of a Pension Plan, with Mr. M. A. Barlow 
acting as discussion leader. Mr. Arthur R. 
Tucker, managing director of The Institute, 
was present at the meeting and joined in 
the discussion of organization matters. 


DETROIT 
ROUND TABLE DISCUSSION 
Members of the Detroit Control, holding 
their regular monthly meeting on February 27 
at the Hotel Statler, featured a round table 
discussion on “Recent Experience in Wage 
and Salary Stabilization’ and “Over-all Rene- 
gotiations vs. Forward Pricing.” 


DAYTON 
Topic: BUDGETARY CONTROL 
Discussion leaders at the March 8 meeting 
of the Dayton Control held in the Van Cleve 
Hotel were Mr. R. F. Whisler, controller, and 
Mr. Irving Lau, supervisor of the budget de- 
partment of the Sheffield Corporation. The 
discussion centered around the subject of “Con- 
trol of Expenses by the Use of a Budget.” 


DALLAS 
Topic: Ad Valorem Taxation 
For its March 20 meeting, the Dallas Con- 
trol chose the subject of “Ad Valorem Taxa- 
tion” which was discussed by Mr. Fred Cul- 
lum, tax assessor and collector of the city of 
Dallas, who outlined the methods in use by 
that city, and to a certain extent by other tax 
bodies, to insure insofar as possible, equality 
of valuation for tax purposes of all tax- 
payers. Another speaker on the subject was 
Mr. J. A. Tracy, assistant to Mr. Cullum 
who dwelt at considerable length on the 
actual detail and processes of assessing dif- 
ferent types of organizations. The meeting 
closed in time for the members to hear the 
broadcast from Washington in which Senator 
Murrary of Montana, and budget director Mr. 
Harold D. Smith discussed the work of the 
Advisory Committee on Government Ques- 

tionnaires. 


CLEVELAND 
Topic: POSTWAR CONTROLS 
“Relationship between Price and Cost Con- 
trol in the Immediate Postwar Period” was the 
subject chosen for discussion by Dr. Joel Dean 
ot Columbia University at the regular monthly 
meeting of the Cleveland Control, held on 
March 13 in the Cleveland Hotel. Dr. Dean 
is the visiting associate professor of economics 
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at Columbia University and is associated with 
the firm of McKinsey, Wellington and Com- 
pany. 


CINCINNATI 
Topic: POSTWAR PROBLEMS 
Members of the Cincinnati Control heard 
Mr. Fred C. Dennis, C.P.A., of Lybrand, Ross 
Bros. and Montgomery, make a presentation 
on ‘Postwar Accounting and Taxation Prob- 
lems” at their regular monthly meeting which 
was held on March 13 in the Netherland Plaza 
Hotel. The members of this Control were 
also honored with the presence of Mr. Edwin 
W. Burbott, national president of the Con- 
trollers Institute of America, who made an in- 
teresting address. 


CHICAGO 
Topic: READJUSTMENT PROBLEMS 


“Some Problems of Postwar Readjustment” 
was the subject presented by Mr. Leverett S. 
Lyon, chief executive officer of the Chicago 
Association of Commerce, at the February 27 
meeting of the Chicago Control which was 
held in the Crystal Room. 


BUFFALO 
Topic: CONTROLLERSHIP EDUCATION 


Members of the Buffalo Control of The In- 
stitute held their regular monthly meeting on 
March 6 at the Park Lane with the Control's 
President, Mr. William L. Clark of the Buffalo 
Electric Co., Inc., as the guest speaker. Ad- 
vantages of the National Education Committee 
and the Controllership Foundation -and other 
topics of general interest to the control were 
the subjects chosen for discussion. 


BRIDGEPORT 
Topic: CURRENT PROBLEMS 


Members of the Bridgeport Control of The 
Institute held their regular monthly meeting 
in the University Club on March 7, at which 
current problems were discussed. 


BOSTON 
Topic: VARIABLE BUDGETS 
Professor Ross G. Walker of the Harvard 
University Graduate School of Business Admin- 
istration was the discussion leader at the 
March 13 meeting of the Boston Control, held 
in the Engineers Club. The subject for discus- 
sion was ‘Variable Budgets,’’ and Professor 
Walker was assisted by Mr. Edwin E. McCon- 
nell, controller, Norton Company; Mr. Charles 
H. Gleason, manager of cost analysis and con- 
trol, Sylvania Electric Products Inc., and Mr. 
Robert N. Wallin, assistant treasurer, Denni- 
son Manufacturing Company. 


BALTIMORE 
ROUND TABLE DISCUSSION 


The Baltimore Control of The Institute held 
a round table discussion, centering around the 
subject “Present Day Problems of the Con- 
troller,” at its March 14 meeting, held at the 
Lord Baltimore Hotel. 


ATLANTA 
ROUND TABLE DISCUSSION 
The Atlanta Control of The Institute fea- 
tured a round table discussion at its regular 
monthly meeting which was held on February 
27 at the Red Feather Farm in Smyrna. Among 
the subjects discussed were: Sections 102 and 
722 of the Internal Revenue Code; Balance 
Sheet Treatment of the Carry-back Provisions; 
Contract Renegotiation Experiences; Wage and 
Salary Stabilization Experiences; Wage In- 
centive Plans and Experiencgs; and, Contract 
Termination Experiences. 
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Postwar National Income and Job 
Forecasts Called Over-optimistic 


Both national income and employment will 
be on considerably lower levels in the postwar 
years than is indicated by widely publicized 
official and unofficial forecasts, according to 
Rufus S. Tucker, economist of the General 
Motors Corporation, who finds that current 
estimates of postwar national income are based 
on “incorrect accounting and economic theo- 
ries’ and contain cumulative errors at nearly 
every step in their calculation. 

Dr. Tucker, whose analysis, “Projection of 
National Income,” appear in the January issue 
of The Conference Board Business Record, 
calls attention to three basic errors in the fore- 
casts. The first is that they assume a larger 
labor force than will exist; second, they as- 
sume too low an estimate of unavoidable un- 
employment, and third, they assume a greater 
annual increase in output per worker than can 
be supported by the evidence of past experi- 
ence. 

“Over seven million workers,’’ says Dr. 
Tucker, “are now employed who would not 
have sought work if it had not been for the 
war. Nearly all the men in this emergency la- 
bor force will retire from it as soon as the 
emergency is over, and most of the women as 
soon as the men in uniform get home. The 
number of emergency workers remaining in the 
regular labor force by 1950, other than the 
boys and girls who would normally have en- 
tered it anyway in a few years, will barely ex- 
ceed the number of war casualties. 

“The total number of persons working or 
looking for work in 1950 will probably be 
under 58.5 million, if the nation is peaceful 
and prosperous, and after deducting the armed 
forces (2 million) and the minimum amount 
of frictional unemployment there will probably 
be fewer than 53.5 million civilian workers. 

“Under the present system of unemploy- 
ment relief, and with present floors under 
wages, I believe that three million is the mini- 
mum possible allowance for unemployment, 
even in years when the demand for labor is 
high. The number will be greater in the first 
two postwar years, because of necessary indus- 
trial readjustments.” 

As to the important factor of productivity, 
Dr. Tucker says: 

“Output per full-time worker normally in- 
creases from year to year, but the peacetime 
rate of increase for the whole of the economy 
does not appear to have been over 1.4 per 
cent. a year, except when a previous loss was 
being made up. The higher rates used in the 
income projection emanating from Washing- 
ton are either based on the experience of man- 
ufacturing industries which are not representa- 
tive of the whole economy, or they neglect the 
contribution of the armed forces and the work- 
ers on relief projects to the national product 
and the national income, or else they are too 
greatly affected by the war-stimulated year 
1941.” 





TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Bivd. Chicago, Ill. 
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NEW MEMBERS ELECTED 








At a meeting of the National Board of 
Directors held March 5, 1945, the applicants 
named below were elected to active member- 
ship in The Institute: 
A. C. BEKAERT 

Wickwire Spencer 

York City 
SYDNEY E. BRADLEY 

Dresser Manufacturing Division, Bradford, 

Pennsylvania 
Percy A. BRAWLEY 

Standard Oil Company of New Jersey, New 

York City 
DALE L. CALDWELL 

Albina Engine & Machine Works, Inc., 

Portland, Oregon 
S. W. CAMPBELL 

The Pacific Telephone & Telegraph Com- 

pany, San Francisco 
CHARLES L. CARR 

Potomac Electric Power Company, Wash- 

ington, D. C. 

J. H. CLAwson 

Puget Sound Power & Light 

Seattle, Washington 
ROBERT W. COLEMAN 

Penton Publishing Company, Cleveland 
WILLIAM E. Davis 

Standard Oil Company of New Jersey, New 

York City 
R. D. GOWER 

George A. Hormel & Company, 

Minnesota 
Roy L. GREY 


Steel Company, New 


Company, 


Lawrence Warehouse Company, San Fran- 


Cisco 
MICHAEL A. GUDMAN 


Columbia River Packers Association, Inc., 


Astoria, Oregon 
GeEorGE L. HARDING 


The Pacific Telephone & Telegraph Com- 


pany, San Francisco 
WILFRED M. HENRY 


Empire State Oil Company, Thermopolis, 


Wyoming 
WILLIAM A. HINCKLEY 


Hurley Marine Works, Inc., Oakland, Cali- 


fornia 
JACKSON R. HOLDEN 
American Bosch 
Massachusetts 
JoHN Howzpy 
Sales Affiliates, Inc., New York City 
MARION M. JOHNSON 


Corporation, Springfield, 


Brown-Forman Distillers Corporation, Louis- 


ville, Kentucky 
WILLIAM F. Kopp 
American Propeller 
Ohio 
JOHN R. LAVINDER 
Encinal Terminals, Alameda, California 
THEODORE C, LIEBSCHER 
Le Roi Company, Milwaukee 
WALTER R. LOMMEL 
Weisfield & Goldberg, Inc., Seattle, Wash- 
ington 


Corporation, Toledo, 





H. CHARLES KWASHA 
Consulting Actuary 


Employee “Pension ‘Plans 
50 Broad St. New York 4, N. Y. 








ECONOMIC CONSULTATIONS 
Under Section 722 


Presentation of Briefs Supporting 
Claims 


KARL D. PETTIT & CO. 


Austin, 





20 Exchange Place New York 5, N. Y. 





Epwarp A. LOVELOCK 
The Best Foods, Inc., New York City 
THURLOW E. MCBRIDE 
American Engineering Company, Philadel. 
phia 
GILBERT E. MARCUS 
The S. Frieder & Sons Company, Philadel- 
phia 
CHARLES S. MASON 
The Pacific Telephone and Telegraph Com- 
pany, Seattle, Washington 
ANDREW S. MIHALIK 
Gelatin Products Corporation, Detroit 
JOHN H. MINER 
The Mengel Company, Louisville, Kentucky 
E. VIRGIL NORFLEET 
The Caswell-Runyan Company, Huntington, 
Indiana 
EpwARD M. PENDERGAST 
The Bagley & Sewall Company, Watertown, 
New York 
DoNALD L. SCHRODER 
Victor Adding Machine Company, Chicago 
STANLEY L. WAHLSTROM 
The C. F. Pease Company, Chicago 
WALTER B. WILSON 
Keuffel & Esser Company, Hoboken, New 
Jersey 
Oscar A. ZEITZ 
Hoffmann-La Roche, Inc., Nutley, New Jer- 
sey 





Election of the 34 new 
members named above 
brings the total mem- 
bership of ‘The Institute 
to 

2,612 











U. S.-Britain Tax Treaty to Avoid 
Double Taxation Seen Underway 


A Tax Treaty between the United States 
and Great Britain, designed to avoid double 
taxation, is in the “simmering” stage, the 
“Wall Street Journal” reported recently. In- 
formal conversations between representatives 
of the two countries, proceeding for some 
time, have resulted in two preliminary drafts. 
One deals with income and the other with 
estate taxes. These drafts will be submitted 
to the respective governments before definite 
negotiations are initiated, it was reported. 

Within the past year treaties have been 
concluded with Canada, in respect to levies on 
estates, and with France, dealing chiefly with 
income taxation. 





APPRAISALS 
Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 


6 CHURCH ST. 
NEW YORK 


ATLANTA 
CHICAGO 
DETROIT 


BOSTON 
PHILADELPHIA 
PITTSBURGH 














